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POSTAL RATE REVISION 


TUESDAY, MAY 10, 1960 


House or REPRESENTATIVES, 
CoMMITTEE ON Post OFFICE AND CIVIL SERVICE 
Washington, D.C. 


The committee met at 10:15 a.m., pursuant to call, in room 215, 
House Office Building, Hon. Tom Murray (chairman of the com- 
mittee) presiding. 

The CuarrMan. The committee will be in order. 

Mr. Rees. Mr. Chairman, I want to say we have a distinguished 
visitor this morning, Mr. Owen Roberts, a member of the British 
Parliament, who is visting here briefly. 

The CHatrmMan. We are honored to have vou, sir. 

This morning the committee is beginning hearings on a number of 
proposals to increase postal rates. The administration has made pro- 
posals which would increase the revenues to the Post Office Depart- 
ment by $554 million in the fiscal year 1961. As chairman of this 
conunittee, I introduced the legislation (H.R. 11140) at the request 
of the Post Office Department. Mr. Broyhill has introduced an iden- 
tical bill (H.R. 11360). 

(H.R. 11140 is as follows:) 


[H.R. 11140, 86th Cong., 2d sess.] 


A BILL To readjust postal rates, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 
SHORT TITLE 


This Act may be cited as the ‘Postal Rate Increase Act of 1960”. 
FIRST-CLASS MAIL 


Sec. 2. (a) That part of the first section of the Joint Resolution of June 30, 
1947, as amended (61 Stat. 213, 72 Stat. 138, 39 U.S.C. 280), which precedes the 
proviso, is amended by striking out ‘‘4 cents’? and inserting in lieu thereof ‘5 
cents’’. 

(b) Section 1 of the Act of October 30, 1951 (65 Stat. 672; 89 U.S.C. 280), as 
amended, is further amended 

(1) by striking out “3 cents’? wherever appearing in subsection (a) and 
inserting in lieu thereof ‘‘4 cents’; and 
(2) by striking out ‘3 cents’”’ in subsection (b) and inserting in lieu thereof 
“4 cents”. 
DOMESTIC AIR MAIL 


Sec. 3. Section 201 of the Postal Rate Revision and Federal Employees 
Salary Act of 1948 (62 Stat. 1261; 39 U.S.C. 463a), as amended, is further 
amended— 

(1) by striking out ‘‘7 cents’ in the first sentence and inserting in lieu 
thereof ‘‘8 cents’’; and 

(2) by striking out “5 cents’’ in the second sentence and inserting in lieu 
thereof ‘‘6 cents’. 
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2 POSTAL RATE REVISION 


AIR PARCEL POST 


Sec. 4. Section 1 of the Act of June 29, 1948 (62 Stat. 1097; 39 U.S.C. 475) is 
amended— 

(1) by striking out the words “‘for the period of two years” appearing in 
paragraph (11) and 

(2) by adding the following sentence to paragraph (11): 

“In no event shall the rate of postage on air mail of the first class weigh- 
ing in excess of eight ounces be less than the rate prescribed in section 
2(a) of this Act.” 

SECOND-CLASS MAIL 


Sec. 5. (a) The postage rate for publications entered as second-class mail 
when mailed for delivery at the office of original entry is one-half cent per copy 
mailed when delivery is made through post office boxes, general delivery or by 
rural or star route carriers 

(b) The postage rate for publications entered as second-class mail when mailed 
for delivery at the office of mailing by city or village letter carrier or when mailed 
at the office where it is entered for delivery by city or village letter carriers at a 
different office within the delivery limits of which the beadquarters or general 
business office of the publisher is located is 1 cent for each copy weighing two 
ounces or less or 2 cents for each copy weighing more than two ounces or the 
zone-pound rates provided in subsection (¢) of this section, whichever is higher 

(c) The postage rates on publications entered as second-class mail not entitled 
to be mailed at the rates in subsections (a) and (b) of this section (including sample 
copies to the extent of 10 per centum of the weight of copies mailed to subscribers 
during the calendar year), when mailed by the publishers thereof from the post 
office of publication and entry or other post office where entry is authorized, or 
when mailed by news agents registered as such under regulations prescribed by 
the Postmaster General to actual subscribers or to other news agents for the pur- 
pose of sale are one-half cent for each individually addressed copy or package of 
unaddressed copies and in addition the pound rates set forth in the following 
table: 


| Mailed dur- | Mailed after 


Advertising portion ing calendar | Dec. 31, 1960 
year 1960 
| Cents | Cents 


Publications having over 75 per centum advertising in more than one-half of 
their issues during any twelve months’ period shall not be accepted for mailing 
as second class matter and their entry shall be revoked, except that for the purpose 
of this proviso only, a charge made solely for the publication of transportation 
schedules, fares, and related information shall not be construed as constituting a 
charge for advertising: Provided further, That on and after the effective date of 
this section, the rate of postage on newspapers or periodicals maintained by and 
in the interests of religious, educational, scientific, philanthropic, agricultural, 
labor, veterans, or fraternal organizations not organized for profit and none of 
the net income of which inures to the benefit of any private stockholder or indi- 
vidual, and religious, educational, or scientific publications designed specifically 
for use in school classrooms or in religious instruction classes shall be the rates 
required to be paid on publications generally except that the rates prescribed in 
this subsection shall be reduced by 50 per centum. The publisher of any such 
newspaper, periodical or publication before being entitled to such rate shall 
furnish proof of qualification to the Postmaster General at such times and under 
such conditions as the Postmaster General may prescribe. 

(d) The rate of postage on copies of publications having second class entry 
mailed by others than the publishers or authorized news agents, sample copies 
mailed by the publishers in excess of the 10 per centum allowance entitled to be 
sent at the pound rates, and copies mailed by the publishers to persons who may 
not be included in the required legitimate list of subscribers, shall be 2 cents for 
the first 2 ounces and 1 cent for each additional ounce or fraction thereof, except 
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when the postage at the rate prescribed for fourth class matter is lower, in which 
case the latter rates shall apply, computed on each individually addressed copy 
or package of unaddressed copies, and not on the bulk rate of the copies and 
packages. 

(e) For the purpose of this section, the portion of a publication devoted to 
advertisements shall include all advertisements inserted in and attached per- 
manently to the publication. 

(f) The Postmaster General may require publishers to separate or make up 
to zones in such a manner as he may direct, all mail matter of the second class 
when offered for mailing. 

(g) With the first mailing of each issue of each publication entered as second 
class mail, the publisher shall file with the postmaster a copy of such issue together 
with a statement containing such information as the Postmaster General may 
prescribe for determining the postage chargeable thereon. 


POSTAL RATE REVISION 


CONTROLLED CIRCULATION PUBLICATIONS 


Sec. 6. Section 203 of the Postal Rate Revision and Federal Employees Salary 
Act of 1948 (62 Stat. 1262; 39 U.S.C. 291b), as amended, is further amended— 
(1) by striking out ‘12 cents’ and inserting in lieu thereof ‘‘14 cents’’; and 

(2) by striking out ‘1 cent’ and inserting in lieu thereof ‘3 cents’. 


THIRD-CLASS MAIL 


Sec. 7. Section 3 of the Act of October 30, 1951 (65 Stat. 673; 39 U.S.C. 290a-1), 
as amended, is further amended— 

(1) by striking out ‘3 cents’ froin that part of the section which precedes 
the first proviso and inserting in lieu thereof ‘*4 cents’’; and 

(2) by striking out ‘14 cents’’ from that part of the section which precedes 
the proviso and inserting in lieu thereof ‘‘2 cents’’; and 

(3) by striking out ‘twenty pounds”’ from the first proviso of said section 
and inserting in lieu thereof “forty pounds’’; and 

(4) by striking out “16 cents’’ from the second proviso of said section and 
inserting in lieu thereof ‘‘18 cents’’; and 

(5) by striking out from the second proviso of said section, whenever they 
appear therein the words ‘‘24¢ cents when mailed on or after such date’? and 
inserting in lieuthereof ‘‘244 cents when mailed on or after July 1, 1960, and 
prior to January 1, 1961, and 3 cents when mailed on or after January 1‘ 
1961’. 

(6) by striking out ‘10 cents’’ from the second proviso of said section and 
inserting in lieu thereof ‘14 cents’’. 

(7) vy striking out ‘3% cents’? from the third proviso of said section and 
inserting in lieu thereof ‘‘4% cents’’. 

FOURTH-CLASS MAIL 


Sec. 8. (a) Section 204(d) of the Postal Revision and Federal Employees 
Salary Act of 1948 (39 U.S.C. 292a(d)), as amended, is further amended— 
(1) by striking out ‘9 cents’’ and inserting in lieu thereof ‘‘10 cents’; and 
(2) by striking out ‘5 cents’? and inserting in lieu thereof ‘6 cents’’. 
(b) Section 204(e) of the Postal Rate Revision and Federal Employees Salary 
Act of 1948 (39 U.S.C. 292a(e)), as amended, is further amended— 
(1) by striking out “4 cents’? and inserting in lieu thereof ‘5 cents’’; and 
(2) by striking out cent’ and inserting in lieu thereof ‘3 cents’. 


REPEALS 


Sec. 9. The following provisions of law are hereby repealed: 
(1) Section 5 of the Act of June 23, 1874 (18 Stat. 232; 89 U.S.C. 283) ; and 
(2) Sections 1101, 1102, 1108, and 1106 of the Act of October 3, 1917 (40 
Stat. 327; 39 U.S.C. 283, 287); and 
(3) Seetions 202 and 203 of the Act of February 28, 1925, as amended (43 
Stat. 1066, 1067; 59 U.S.C. 283, 287); and 
(4) Subseetions (9), (b), (e), and (e) of seetion 204 of the Act of May 27, 
1958 (39 U.S.C. 283): and 
(5) Section 25 of the Act of March 3, 1879, as amended (20 Stat. 361; 
39 U.S.C. 286); and 
(6) Section 2 of the Aet of October 30, 1951 (65 Stat. 672; 39 U.s.C. 289a). 
Sec. 10. (a) The provisions of this section and sections 1, 2, 3, 4, 5, 6, 7 (1), (2) 
(5), and (7), 8, and 9 of this Act shall become effective on July 1, 1960. 
(b) The provisions of section 7 (3), (4), and (6) of this Act shall become effective 
on January 1, 1961. 
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The CuarrMan. In addition, we have before the committee the 
following bills which deal with increases in certain classes of mail: 
H.R. 10507 (Mr. Porter); H.R. 10699 (Mrs. St. George) ; H.R. 11603 
(Mr. Jackson) ; H.R. 11438 (Mr. Westland) ; H.R. 11490 (Mr. Cahill) ; 
H.R. 11498 (Mr. Henderson); H.R. 10915 (Mr. Harmon); H.R. 11542 
(Mr. Derwinski); H.R. 11565 (Mr. Cederberg); H.R. 11417 (Mr. 
Smith of Kansas); H.R. 11416 (Mr. Smith of Mississippi); H.R. 
11365 (Mr. Kearns); H.R. 11350 (Mr. Rees); H.R. 11707 (Mr. Utt); 
and H.R. 11884 (Mr. Abernethy). 

Something must be done to reduce the postal deficit if we are going 
to meet the issue of fiscal responsibility. The postal deficit in the 
current fiscal year is estimated at $619 million. Just last week our 
committee approved salary legislation which would increase this 
deficit by $272 million, making a total deficit next year, unless we 
approve the rate increase legislation, of $891 million. 

We have with us today as our first witness Postmaster General 
Summerfield, who is accompanied by his staff. I am pleased at this 
time to call on General Summerfield to present his statement with 
respect to this legislation. 


STATEMENT OF HON. ARTHUR E. SUMMERFIELD, THE POST- 
MASTER GENERAL, ACCOMPANIED BY HON. HYDE GILLETTE, 
ASSISTANT POSTMASTER GENERAL, BUREAU OF FINANCE; 
ARTHUR EDEN, DIRECTOR, POSTAL RATES DIVISION, BUREAU 
OF FINANCE; HON. JOHN M. McKIBBIN, DEPUTY POSTMASTER 
GENERAL; HON. BERT B. BARNES, ASSISTANT POSTMASTER 
GENERAL, BUREAU OF OPERATIONS; HON. GEORGE M. MOORE, 
ASSISTANT POSTMASTER GENERAL, BUREAU OF TRANSPOR- 
TATION; HON. HERBERT B. WARBURTON, GENERAL COUNSEL; 
NYLE M. JACKSON, EXECUTIVE ASSISTANT TO THE POST- 
MASTER GENERAL; LINDSLEY H. NOBLE, DEPUTY ASSISTANT 
POSTMASTER GENERAL AND CONTROLLER, BUREAU OF FI- 
NANCE; LOUIS J. DOYLE, ASSOCIATE GENERAL COUNSEL; BEN 
WOSTEIN, CHIEF, LEGISLATIVE RATE SECTION, POSTAL RATES 
DIVISION, BUREAU OF FINANCE; AND EDWIN A. RILEY, DIREC- 
TOR, POSTAL SERVICES DIVISION, BUREAU OF OPERATIONS, 
POST OFFICE DEPARTMENT 


Mr. SumMERFIELD. Mr. Chairman, members of the committee, and 
the distinguished visitor from Great Britain. I am grateful for the 
opportunity to appear before this committee today. I have a pre- 
pared statement that I would like to read. During the course of 
reading this statement I would like to refer to a number of charts 
which | am sure the committee will find of great interest and probably 
of some concern. Following my prepared statement, the Assistant 
Postmaster General in Charge of Finance, Mr. Gillette, also has a 
prepared statement which probably would serve, together with my 
own, to answer many questions that come to the members of the 
committee. So if we could proceed with the two statements, I think 
it would facilitate the hearing and save a great deal of time. 

The CHarrMAN. Very well, sir. That may be done. 
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Mr. SumMerrFienp. | shall be brief in my remarks for I believe 
strongly that the facts [ am about to present need little elaboration. 
They tell more eloquently than abundant words of the need for prompt 
action in the interest of fiscal responsibility and fair treatment for 
the taxpayer. 

[ should lke to speak about postal finances and postal rates. But 
before I do, let me digress for a bit of history. 

Historically, our Government has expressed itself as opposed to 
postal deficits, because they result in passing off much of the cost of 
service from the large users to the taxpaving citizen, 

One of the first acts of our Continental Congress in 1782 referred 
pointedly to— 
exacting such postage as may be requisite to defray the expenses of the post offices. 

And suiting the action to the word, the Post Office in the first 30 
vears of operation, under the policies of the Founding Fathers, pro- 
duced a revenue surplus of 15 percent. 

Over the years, the Congress has any times reaflirmed the proposi- 
tion that the postal service should pay its own way. 

In 1950, in connection with the parcel post svstem, Congress put it 
strongly as follows: 
ereafter, none of the funds appropriated to t!e Post Ofce Departirent from te 
eneral fund of the Treasury shall be withdenen from the Treasury until the 
Postmaster General shall certify * * * tot! e establishinent of such rate increases 
or other reformations * * * as may be necessary to insure the receipt of rev- 


enue * * sufficient to pay cost of suc’ ser: ice. 


In 1958, Congress again wrote this policy into its legislation, stating: 

Postal rates and fees shall be adjusted from time to time as may be required 

to produce the amount of revenue approximately ecual to the total cost of oper- 
the postal establishment * * * 

But what the Congress has written as policy and what it has actually 
done in these postwar vears are two widely different things. 

In 1953, shortly after 1 assumed my present responsibilities as 
Postmaster General, I outlined a fourfold program for the postal 
service, That program provided for improvement of service, cost 
reduction through greater operating efficiency, elimination of subsidy 
burdens over which we had no control, and the balanci ing of the postal 
budget by bringing rates into line with expenses. 

With respect to tne first three goais, i am certain we can claim, 
together, the finest record of achievement in the long history of the 
postal service. I shail have more to say iater concerning these goals. 

On the fourth objective, it is with the deepest feeling of disappoint- 
ment that I report the posta! budget is almost as much a burden on 
the taxpayer today as it was in 1953. I reported then that tne Post 
Office Department was running $2 million in the red every working 
day. And President Eise nhower, in his recent message On DOSLAt 
rates, advised the Congress again that 
the Post Office Department is losing $2 million every wor in’ day. 

I have here a number of charts whicen focus on this probleu. We 
have distributed copies of these and vou may fiad ib exavea ene to 
refer to them as I proceed with mv rennairks. 

(The charts referred to are inserted following Mr. Summerfie!d’s 
testimony, pp. 30-30 MM.) 

The first caart reveals tie appalling fact that in tie 13 years from 
1947 to 1959 postal de ficits totaled $6.8 billion neariv haif the in- 
crease in the national debt in that period. Interest caarges alone on 
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the debt represented by this deficit are costing our taxpayers some 
$200 million each year. 

The cumulative deficit of $6.8 billion is the sum of the postal defi- 
cits taken from the official reports of the Post Office Department for 
the past 13 years. (See chart 1, p. 30.) 

Mr. Corserr. Would the gentleman \ vield there, and this is strictly 
for information. Would those deficit figures for the early years in- 
clude or eliminate what was then charged as penalty mail, franked 
mail, and domestic and foreign airmail ‘subsidy? 

Mr. Gitutetre. Mr. Corbett, they include those figures, but they 
also exclude amounts paid by other Government agencies for such 
things as civil service retirement and services performed by other 
Government agencies for the Post Office Department. So if you 
were to adjust the deficit figures for these various factors all the way 
back, you would actually come out, according to our studies—and we 
have studied that problem because the question has been raised— 
with a larger deficit rather than a smaller deficit for the period. The 
$6.8 billion deficit is as reported in the annual reports of the Post Office 
Department. 

Mr. Corserr. Then your statement is that had you included the 
payments that might have been made as regards retirement and life 
insurance, the figure of $6.8 billion would be higher rather than lower. 

Mr. Gitutette. Yes, sir; even if we had made the adjustments that 
you yourself suggested for the penalty mail—which we paid for dur- 
ing part of that period, but which is now paid for by other Government 
agencies—and the airline subsidies which we paid for part of that 
period, and which the CAB is now paying. 

Mr. Corzerr. I do believe at this point in the record it might be 
good to have a postscript there showing this, because it is controver- 
sial. 

Mr. GiuuEtre. We will be very glad to submit a little table which 
we have already prepared on this subject, Mr. Corbett, at this point 
in the record. 

Mr. Corsettr. Thank vou. 

(The table referred to follows:) 


Reported postal deficit, fiscal year 1947-59, adjusted for estimated effect of changes in 
methods of accounting 


Billions 

Reported postal deficit, fiscal year 1947-59_____._..------------------ $6. 8 
Add, estimates of civil service retirement costs not included above now in 


Deduct, estimates of items not currently in postal costs or for which Post 
Office Department is currently reimbursed: 
Penalty and franked mail, 1947 -54_- 
Public service losses (on basis established by Congress for fiscal year 
1960) 1947-59___- 4 


1.2 


Deficit estimated on fiscal year 1960 accounting basis, 1947—59_________~ 6. 9 
Add, estimated costs of other agencies not included in postal budget 
1947-59 (care and maintenance of postal buildings, workmen’s compen- 
Estimated total postal deficit, 1947-59. 7.3 
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The CHatrMANn. Very well. You may proceed, Mr. Summerfield. 

Mr. SuMMERFIELD. We have not attempted to adjust these deficits 
for all changes in financial procedures, However, if this had been 
done, the 13-year total would be even larger. The figures for the 
earlier years, for example, do not include more than $1}, billion to 
cover the Post Office Department’s share of postal employees’ retire- 
ment, and the General Services Administration’s maintenance of postal 
buildings, which would more than offset the subsidies and free mail 
costs of which we have since been relieved. 

This staggering volume of deficit financing in the postal service has 
been a major force in stirring inflationary pressures. And because of 
this continuing sizable deficit, and the interest burden which it has gen- 
erated, we have added greatly to the cost of running our Government. 

We deplore this added burden on our economy and we are not un- 
mindful of the fact that these funds could have been used for other 
badly needed programs. Every dollar of public funds used to pay the 
postal deficit 1s a dollar diverted from other necessities. If the Post 
Office Department had operated on a break even basis in the postwar 
years, $6.8 billion would have been available to pay for more schools, 
roads, hospitals, and even homes. 

Now, turning to chart 2, how far would $6.8 billion go if we did not 
have to finance unbalanced postal budgets? It would pay for 170,000 
schoolrooms, or 6,800 miles of interstate superhighways, or 377,000 
hospital rooms, or 680,000 small homes costing $10,000 each, without 
mortgages. (See chart 2, p. 30-A.) 

Mr. JonaNseN. Looking at it another way, it could have even 
brought a little tax relief to the taxpayer. 

Mr. SuMMERFIELD. It could have, and I am sure every taxpayer in 
America would be delighted to have that happen, and that includes 
your Postmaster General. 

Mr. Lesrinsk1. It would pay for a lot of highways and schools and 
so forth, if we did not have a farm surplus. 

Mr. SuMMERFIELD. The Postmaster General cannot speak to that 
program. 

Mr. Lestnskt. I appreciate that. Does this have anything to do 
with postal rates? 

Mr. SuMMERFIELD. I am trying to point out that if the Congress 
of the United States and this committee, or the committee that pre- 
ceded it, had adjusted the postal rates from time to time, the funds 
to cover this accumulated deficit of $6.8 billion could well have been 
used for other purposes. I have tried to give you some examples. 

Mr. Lesrnsxr. I appreciate that. The point I am driving at is the 
fact that the Post Office Department offers services to the people, 
and if we put it the same way, the amount that was spent for the 
agricultural program, if diverted to highways and so forth, would be 
greater. 

Mr. SUMMERFIELD. You can answer your own question. 

Mr. Lesinskr. I appreciate that. It is true. 

Mr. Gross. We might also add the subsidies to industry, including 
those in Detroit, and the foreign aid giveaway program. 

Mr. Lesinsxr. Let us cut them all out if we are unable to pay for 
them. 

Mr. Gross. If we go into the agricultural problem, we can have a 
long argument. 
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Mr. SuMMERFIELD. We can bring up many subjects and discuss 
them at length, but the fact remains that the public has been paying 
$6.8 billion because the Congress has failed to adjust the postage 
rates. It happens to be my responsibility to report—according to 
the instructions of Congress—every 2 years, and to report this con- 
dition to you and explain it in detail. That is what I am trying to do. 

Mr. Lesrnsk1. Also, Mr. Chairman, the present administration has 
increased the interest rates $3 billion a year. So let us add that up, 
too. 

The CHAIRMAN. You may proceed, General. 

Mr. SUMMERFIELD. Thank you, Mr. Chairman. 

Oppressive deficits have not always been a part of the postal budget. 
There is a widespread, but nonetheless erroneous, belief that the postal 
service has always operated at a great loss. Chart 3 should dispel 
that notion. This is a period in which many of the men in this room 
were Members of this Congress, so they are familiar, certainly, with 
the thinking of the Congress during that period. 

As you can see, from 1900 to 1940 the average annual deficit was 
only $33 million. And if we were to exclude from these earlier figures 
the cost of airline subsidies and free Government mail—items which 
are not currently in the postal budget—there might have beer ao loss 
at all. In the light of these facts it is perfectly clear that there is no 
basis for the belief or the contention that large postal deficits are the 
usual thing. 

Heavy expenditures for defense and other essentials appear to have 
made us tadifferent to sums run: iog into hundreds of millions of 
dollars. Compared with the modest postal losses in prewar vears, 
we have comovlacently accepted postal deficits averaging nearly $500 
million annually. (See chart 3, p. 30—-B.) 

Chart 4 shows the annual postal deficit cr surplus by years since 
1940. You will note that in most of the war period the postal service 
operated in the black. That was largelv the result of a higher pro- 
portion of first-class mail and military payments which financed a 
substantial volume of posta! costs. Immediztely after the war years, 
however, the postal budget followed a course of steadily deenening 
deficits. Expenses rose sharply in line with the ge’ eral increase in 
the cost of doing business. But rate changes, regrettably, were too 
little and too late. 

In 1952 the deficit exceeded $700 million. In the 3 vears following, 
operating economies and the curtailment of subsidies cut this loss by 
50 percent. 

In 1956, however, the short-lived trend toward postal solvency was 
reversed, and by 1958 the postal deficit had increased to an alltime 
high of almost $900 million. Now, to anticinate your question: 
“What caused this alarming increase?’ Mainly pay increases and 
fringe benefits totaling over $400 million, plus railroad rate increases. 

Significant rate 1 creases were enacted by the Corgress in 1958. In 
addition, postage for zone rate fourth class matter was increased on 
February 1, 1969. Bot the overall effect of these financial gains was 
largely offset, as in the preceding years, by concurrent increases in 
salaries and railroad rates, 2od by emnlovee frioge benefits. As 
a result, we stil! face a deficit of $603 mi'lion 1) fiscal 1961, before 
giving effect to publie services. (See chart 4, p. 30—-C.) 

Mr. Lestnskr. At that »~oint vou fai! to mentien the additional 
cost iivolving the airlift. It cost you more than the railroad. 
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Mr. SUMMERFIELD. | thought I explained the airlift many times 
before this committee, and made many statements as to the cost to 
the Department of handling some of the first-class mail by air. I 
think that has been made perfectly clear a number of times. It is not 
something that materially affects the figures that I have given you 
here. 

Mr. Lesinski. But it is part of the overat! cost. 

Mr. SumMe: Fieup. Just like the rates that we pay the railroads or 
that we pay the trucking lines. Those figures are all inclusive in 
here. 

Mr. Lestnskr. That is correct. It should be included. 

Mr. SUMMERFIELD. | would not want to have vou give the impres- 
sion to the members of this committee that the movement of some 
first-class mali by air has contributed to the deficit, because such is 
not the case. I would be glad to substantiate that with figures and 
put them in the record. 

The CHarrMan. Very well. 

(The information follows:) 

As shown in the following table, the present airlift has not added to Post 
(ffice Department costs. In fact if we were to eliminate the airlift and transport 
this mail by railroad, Post Office Department costs would increase by $134,129 
annually. 

Cost of reinstating rail service in piace of present airlift 


(a) Payment to railroads: 
Railway post offices $2, O82, 058 


Storage, including terminal (net)_- ae 1, 325, 911 

Total rail = : 3, 407, 969 

(b) Paid to air carriers, 1959 3, 273, 840 
(c) Inereased cost to Post Office Department if present airlift is 

discontinued_. 134, 129 


Mr. Lestxs«i. I appreciate that. From the information I have 
received, it costs four times as much for the service. 

Mr. CunninGHAM. | want to remind the committee that this 
matter will be gone into when we commence public hearings on 
June 14, 

The CHatrMAN. You may proceed, General. 

Mr. After deducting $49 million of estimated 
public service reimbursements, the deficit for 1961 will be $554 
million—unless this Congress enacts further rate increases. 

The $49 million estimate was computed in accordance with the 
appropriation pattern and the public service approach adopted by 
the Congress for the current vear. This amount was reviewed and 
approved by the House Appropriations Committee, and it has been 
accepted by the House of Representatives and the Senate. 

Mr. Corserr. General, we are going to have to explore this figure 
here primarily because | believe, and I think other members of the 
committee do, that there has been an absolutely unwarrented invasion 
of the jurisdiction and prerogatives of this committee by the sub- 
committee of the House of Representatives. 1 wish some of the 
gentlemen would correet me where my fieures might be wreng. I 
have reference to the House Subcommittee on Appropriations, headed 
by the gentleman from Virginia, Mr. Gary. If my memory is correct, 
vour Denertment asked for approximately $172 million for public 
servicers for fiscal 1959 or 1960. 
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The Appropriations Committee of the House agreed to nothing for 
public services. The Senate put in some unknown figure—unknown 
to me—and they eventually compromised at $37 million. Then this 
year your request to the subcommittee was for $49 million and the 
subcommittee allowed 34-point-something million. I took occasion to 
challenge Mr. Gary on the floor as to what right, in view of the policy 
statement of 1958, he and his committee had to tell you what number 
of dollars should be available for public services and what number of 
dollars should not be available. In the overall agreement by the 
House of Representatives to the appropriations for Post Office and 
Treasury, of course, we agree. But the figure still lies there. We will 
use your figure of $172 million for fiscal 1960, even though it did leave 
out what zealous advocates of the public features item say ought to 
be about $270 million. But my question to vou is, and it affects your 
budget and your financial management—as to how, operating under 
the fiscal policy of 1958, a Subcommittee on Appropriations can set 
aside the rulings of the House and Senate, and thus embarrass your 
budget to the extent of possibly $135 million. 

Mr. SuMMERFIELD. Of course, | am sure the Congressman is aware 
that the Post Office Department is not part of the legislative branch. 
That is a matter and a subject that concerns the Post Office Committee 
and the Appropriations Committee of the Congress. We have to 
operate within the limits that we can operate. 

Mr. Corserr. You didn’t pass this fiscal policy and you need the 
money, isn’t that correct? 

Mr. SumMerFIeLp. | think we need the money and I think the tax- 
payers need to have use of the money. 

Mr. Corsert. If this policy is correct, whatever the right figure 
may be, $200 million, $100 million, or $150 million—this is for us to 
fight out—I find what I think here is a very serious situation where 
regardless of how much deficit is anticipated for 1961 it is increased, 
as far as operating funds go, by $135 million, approximately, contrary 
to the policies of this committee and the Senate committee and the 
action of both parties. I am not quarreling with the gentleman at all. 
I am quarreling with the Appropriations Committee. I think it is 
silly for us to sit around and work all these years and submit the 
policy statement to you to operate under, and then you are refused 
the money to handle those items. 

Mr. SuMMERFIELD. I understand the Congressman’s position and I 
understand your feelings in the matter. That is a matter over which 
we have no jurisdiction or control or influence. May I proceed? 

Mr. Corsetr. I might ask one other question and I do not insist 
on an answer. Would the gentleman care to say whether he thinks 
this committee ought to insist on the fiscal policy statement or should 
we bow to the will of the Subcommittee on Appropriations? 

Mr. SumMERFIELD. I would respectfully make this suggestion. 
There will probably be considerably more discussion on this very 
question before this hearing is concluded. I would like to have you 
defer the discussion in detail of this particular question until we have 
completed the presentation. I have spent a good deal of time, Mr. 
Congressman, in trying to present this whole problem to this com- 
mittee, in proper sequence, so that everybody could get a full and 
complete basis for making the kind of decision that it is important 
that this committee make, for the people of this country, in relation 
to the Post Office Department. 
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May I proceed? 

The CHAIRMAN. Yes. 

Mr. Jonansen. Will the gentleman from Pennsylvania yield? I 
wonder if it is not a question whether this committee bows to the 
Appropriations Committee or whether the Congress bows to the 
Appropriations Committee. 

Mr. Corsert. Perhaps both. I will conclude in view of the gentle- 
man’s request. I thought the item should be mentioned at this point 
in his testimony. If it needs be, I would like to join the gentleman 
from Michigan in rather considerable protest against what I feel is 
action. 

The CuarrMan. You may proceed, General. 

Mr. SuMMERFIELD. The resulting deficit of $554 million is identical 
to the amount included in the President’s latest budget message to 
the Congress. 

I referred previously to our achievements in the area of operating 
efficiency. Chart 5 will illustrate that point. In the period from 
1953 to 1959, mail volume increased more than 20 percent, but the 
Post Office was able to handle this substantially heavier workload 
with a manpower increase of less than 8 percent. Most of the man- 
power increase which did occur was the result of enlarged carrier 
service due to population growth and expansion of suburban areas. 
Excluding city carriers, employment increased only 2.2 percent. 

Had we not initiated an intensive modernization and cost-reduction 
program, our postal deficit would be substantially higher than its 
current level. (See chart 5, p. 30—D.) 

This significant gain in operating efficiency was not achieved at 
the expense of service. On the contrary, we can point to a steady 
improvement in the speed and quality of postal service. 

The metropolitan area plan now provides overnight delivery 
within 67 metropolitan areas in which some 140 million persons 
reside. In addition, since 1958 rural delivery has been extended to 
450,000 farm families throughout the Nation. 

Now let me attempt to pinpoint the factors which account for the 
present fiscal plight of the Post Office Department. Chart 6 will 
show you how the cost-rate squeeze has hit the first-class mail service. 
Since 1932, when the 3-cent rate was first approved, the cost of han- 
dling the typical letter has increased about 112 percent—slightly less 
than the increase in the consumer price index over the same period. 
But, to defray this higher cost, Congress raised postage only 33 per- 
cent—after a lapse of 26 years. 

To narrow this gap between higher costs and lagging revenues, the 
Post Office Department has asked for a 1-cent increase in letter rates 
to 5 cents. This would still be only a 67-percent increase over the 
3-cent rate of 1932. (See chart 6, p. 30-E.) 

In the Postal Policy Act of 1958, the Congress very specifically 
reaflirmed that postage for first-class mail should be set at a level 
high enough to cover costs plus “an additional amount” for prefer- 
ential treatment. In this statement of policy for first-class mail, the 
Congress underscored what has long been a basic and universally 
accepted pricing formula for preferential services. That formula 
recognizes that the value of preferential service is not a function of 
cost and cannot be measured by the cost accounting process. 
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Congress required, in effect, that the various postal services must 
be priced in the same manner that a business would price its product 
line. Economists have labeled this approach “differential pricing.” 
| prefer to call it commonsense pricing. This approach is based on 
the very practical observation that the value of a product or service 
cannot be determined solely on the basis of cost. If costs were the 
only price factor, railroads would be charging about as much for 
hauling a carload of coal as for a carload of copper ingots. Telegraph 
companies would charge the same rate for a night telegram as for a 
dav te ‘legram. 

Premium charges for preferential postal service are far from unique. 
A recent questionnaire survey by the Universal Postal Union revealed 
that the fixing of premium postage for “first-class” mail is generally 
the accepted practice throughout the world. 

The present 4-cent rate falls short of meeting the Policy Act guide- 
line and the traditional cost coverage which the Congress, in effect, 
endorsed for so many years prior to World War if. The failure to 
restore first-class cost coverage to its traditional level has meant a 
revenue shrinkage in this one area alone—of $400 million annually, 
This is the hard core of our financial problem. 

Chart 7 reveals just how Congress has traditionally priced the 
first-class mail service. Starting with 1926-—-the year in which the 
cost ascertainment system was started— through 1941, revenues from 
first-class mail averaged 140 percent of allocated costs. But now, 
oe eiving full effect to the 1958 rate increases, cost coverage is only 

11 pereent. (See chart 7, p. 30-F.) 

Turning to chart 8, hae would the cost of a 5-cent letter affect the 
users of the mail? First, our field studies indicate that about three- 
fourths of all letter mail originates as business mail. The increased 
cost for business would be equal to only four one-hundredths of 1 
percent of annual sales volume. Only about one-fourth of all letter 
mail originates in our households. And the additional cost for the 
average family would be only about one-half cent per day. 

I am certain there can be no serious doubt as to the ability of the 
postal patron to absorb a 1-cent increase in letter rates. Since 1932, 
average family income has increased more than 300 percent, in con- 
trast to the 33 percent increase in letter rates. (See chart 8, p. 30—G.) 

In terms of the purchasing power of the dollar, if letter postage 
was worth 3 cents in 1932, it is worth more than 6 cents today. 

Now, let us direct our attention to second class, the service for 
Mage and hewspapers. 

Chart 9 is designed to give you a long-range financial view of this 
mail service. As you can see, the revenue deficiency mm handling the 
typical second-class piece in 1926 was well below 2 cents per piece. By 
1959, however, it was up to nearly 4 cents per picce, and that figure 
anticipates the full effect of the three-step rate increase enacted in 
1958. While the loss per piece was rising sharply, volume expanded 
about 50 percent, with the result that the annual loss for the class 
jumped from $84 million to $280 million. And let me emphasize, 
again, that the latter amount gives full effect to the 1958 rate in- 
creases. (See chart 9, p. 30—-H.) 

Chart 10 reveals how this ie loss has increased over the vears. 
You will note that, despite two rate increases in the last 10 vears, the 
loss has gone up almost without interruption. (See chart 10, p. 30-1.) 
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For the postwar period the cumulative subsidy to publishers— 
financed by the taxpayer——-was over $3 billion. And for the entire 
period from 1926 it was nearly $5 billion. 

Now one may ask: ‘“‘Why has this loss continued to rise in the face 
of two substantial rate increases within the last 10 vears?” 

In answer to that, first, the rate increases enacted by Congress in 
1951 and 1958 touched only about 60 percent of the second-class mail 
volume. Nearly 40 percent of the pieces mailed in 1959 were serviced 
at rates enacted in 1925 or earlier. About 20 percent were serviced at 
rates which date back to 1879 and 1885. 

Second, turning to chart 11, note how moderately the average 
postage per piece has moved upward. Cost per piece, on the other 
hand, has increased sharply. Actually, the percentage increase from 
the low point in the early thirties was the same for both. But this is 
one instance where percentages can be very deceptive. Revenues 
started from less than 1 cent and costs from about 215 cents. The 
effect was to spread the gap between costs and revenues from around 
2 cents per piece to 4 cents per piece. That is the burden the taxpaver 
is currently supporting —an average of 4 cents per piece on all second- 
class matter deposited in the mails. (See chart 11, p. 30—J.) 

Even after the 1958 rate increases are fully effective, cost coverage 
for second class will be only 26 percent. This grossly inadequate 
coverage stems fromm the fact that much of the second-class mail is 
being handled free in county or at token postage rates. 

Our analyses indicate that the rate increases now proposed should 
have little or no effect on the publishing industry. The significant 
cost elements of publishers are paper and wages. Substantial in- 
creases In these costs have been passed on to subscribers and adver- 
tisers without depressing circulation or advertising linage. If large 
increases in these major costs have been successfully shifted in the 
past, there can be no serious doubt as to the ability to shift an increase 
in postage—a relatively minor business cost for the publishing in- 
dustry. 

Let us move on to third-class mail, which consists largely of adver- 
tising circulars. 

In 1926, as chart 12 illustrates, this mail service was practically 
self-supporting. The loss per piece was only around five one- 
hundredths of 1 cent per piece. The current loss—anticipating the 
increase which goes into effect in July—is more than 1 full cent 
per piece. Mail volume increased from 4 billion to 17 billion pieces 
and the total loss rose from less than $2 million to $189 million. (See 
chart 12, p. 30-K.) 

Mr. Lesrnskr. I might say that my questions have the purpose 
of helping and not destroving what you say. 

Mr. SuMMERFIELD. I understand. 

Mr. Lestnsxr. The third-class mail includes the letters that the 
individual drops in the regular box? 

Mr. SUMMERFIELD. Yes. 

Mr. Lesrnskr. In other words, you have to go through the same 
routine as first class. It has to be picked up, sorted, and so forth. 

Mr. SUMMERFIELD. That is right. 

Mr. Lestnsk1. Does not third-class mail include the advertisers 
that bring in their mail to the post office, all sorted according to 
zones and so forth? 

Mr. SumMerrFtetp. That is right. 
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Mr. Lesinsk1r. It is just a matter of separation. 

Mr. SUMMERFIELD. That is right. 

Mr. Lestnsxr. Why is there not a distinction between those two? 

Mr. SuMMERFIELD. Why is there not a distinction? 

Mr. Yes. 

Mr. SumMeRFIELD. Mr. Gillette, will you answer that, please? 

Mr. Grutette. Mr. Lesinski, there is a distinction between third- 
class mail which goes in bulk, which is the principal part of third- 
class mail, and which is not allowed to be put into street collection 
boxes, but which has to be delivered to the post office. You were 
correct, however, in your surmise and in receiving the Postmaster 
General’s answer in respect to a certain type of third-class mail, 
which is the single-piece mail. In that case if a person desires to put 
an unsealed letter in the box, and does not profit by the bulk rate 
then it does go and is handled—as far as collection is concerned 
like a regular letter. If we compare the costs of handling a regular 
first-class letter and the cost of handling a bulk-rate third-class 
letter, we find that there is a considerable difference. The cost of 
handling a first-class letter, based upon 1959 cost-ascertainment data 
adjusted for known cost and revenue changes, was 4.09 cents, and the 
cost of handling a minimum-rate bulk circular, based upon the same 
system, was 3.37 cents. 

Mr. Lesrnskrt. How much income would there be to the Depart- 
ment if all third-class drop letters were made first class? 

Mr. Gituerre. We would have to make a calculation on that, Mr. 
Lesinski, but as a matter of fact, our proposals call for the single-piece 
rate of third-class mail to go up to 4 cents, which is the present first- 
class rate. At the same time the present first-class rate would go up to 
5 cents. 

Mr. Lestnskr. According to your figures here, it is evident that 
third-class mail costs 4.7 cents to handle. 

Mr. No, sir. Third-class minimum-rate bulk mail costs 
3.37 cents. 

Mr. Lesrnskr. Yes, but you said first-class mail costs 4.09 cents. 

Mr. Giuuetre. That is correct. 

Mr. Lestnskt. Therefore, the handling of third-class drop letters 
would cost the same thing. 

Mr. Gituerre. You are correct, Mr. Lesinski, that the single 
piece third-class cost is about the same as the first-class letter. 

Mr. Lestnskt. Therefore, I think, Mr. Chairman, the Department 
should give us some figures on approximately what the income would 
be in the distinction of the third-class mail, if it was made first class. 

Mr. Gitutertre. We will be glad to supply it for the record, Mr. 
Lesinski. It will be easy to calculate. 

Mr. Lestnskr. Thank you. 

(The information follows: ) 
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Turrp-Ciass Main. 


Effect on revenues if single-piece rate is eliminated (1959 volume basis) 


At 4 cents per ounce:! Millions 

At 5 cents per ounce:? 


1 Assumes a change from current third-class rates to current first-class rates, ie., 4 cents per ounce, 

? Assumes a change from current third-class rates to the proposed first-class rates, i.e., 5 cents per ounce. 

Note.—The data above reflect projected revenue changes only. No adjustment was made for any addi- 
tional costs that might arise as a result of this shift. There is implicit in these projections the assumption 
that all of the current third-class mail would move at first-class rates. The validity of this assumption was 
not tested, nor were any volume adjustments made, 


Mr. Irwix. Mr. Chairman, I would like to ask a question if I may. 
Back in 1956, in your cost-ascertainment report, you have a section 
which is entitled “Estimated Reallocation of Costs for Intangible 
Factors.”” The equivalent table to that in this year’s report, I gather, 
is on page 19. Am I correct on that? 

Mr. Gituterte. There is no equivalent table in the 1959 cost-ascer- 
tainment report, because we eliminated any allocation of intangibles 
in the 1959 report. It was not actually a part of the cost-ascertain- 
ment system. It was put in in 1956 as a useful guide in connection 
with rate making. 

Mr. Irwry. Is it no longer useful? 

Mr. Gruuerre. It is no longer a part of the cost-ascertainment 
report and the cost-xzscertainment report is simply the allocation 
of revenues and the allocation of expenditures by classes of mail. We 
feel that the Congress should adduce whatever other factors it deems 
desirable in fixing postal rates, but that the cost-ascertainment report 
should provide only the basic data on cost, which is only one factor 
in fixing postal rates. 

Mr. Irwin. Was there a good reason for having it in the book in 
1956? 

Mr. Giuuerre. I was not here at the time the policy was deter- 
mined and J cannot answer that. 

Mr. Irwin. Is there anyone who can? 

Mr. SuMMERFIELD. There were a number of people in the Congress 
who thought it would be a good idea if we would provide the informa- 
tion at the time we did. Then there was no desire for it to be con- 
tinued. We had no further request for it. 

Mr. Irwin. If it were in this year, it would probably show, as it 
did then, that the deficit on third class was not as high as your deficit 
figure now indicates it is, would it not? 

Mr. SumMerrFIievp. It would not change the deficit figure. It 
would make that allowance, if you cared to make it. It would not 
affect the actual figures. 

Mr. Irwin. This year it has not been pointed out. 

Mr. SuMMERFIELD. That is correct. 

Mr. Irwin. The last time you cut the deficit figure almost in half 
in terms of your reallocation of costs for intangible factors, is that 
correct? 
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Mr. SuMMERFIELD. We are doing it exactly as it should be done in 
accordance with the Postal Policy Act of 1958, sir. 

Mr. Irwin. My point is that back in 1956, you had this thing in, 
and | am sure it had some persuasive effect on people, and this vear 
you do not. 

Mr. SumMerFIeL_p. That and 1955 were the only years it was 
ever in. 

Mr. Irwin. Thank vou very much. 

Mr. Lestnskt. Mr. Chairman, one further question regarding first- 
class mail. Automation requires similarity of size to increase the 
speed of the assembly of mail. What effect does odd-size first-class 
mail have on automation? 

Mr. SuMMERFIELD. It makes it more difficult. 

Mr. Lesinskr. In other words, the cost is higher for first-class 
mail of odd sizes? 

Mr. SumMerFrEvp. I think that is a fair statement. With automa- 
tion it will become increasingly so. 

Mr. Lestnskr. Would the gentleman care, for the record, to give 
us approximate figures as to what the savings would be in first-class 
mail, if first-class letters had a similar size appropriate to automation? 
Sav the same size as business letters and personal letters. 

Mr. SumMerRFIELD. Frankly, I don’t know how we could calculate 
it. It might be possible to calculate that, but we have no such caleu- 
lations at the moment. 

Mr. Lesinsxr. I think it would be a good thing to look into and give 
us some figures as to what the expense is because I can see a large 
saving if the Department handled a standard size envelope. 

Mr. SumMMERFIELD. I will ask the Deputy Postmaster General to 
comment on that question. 

Mr. McKrippin. General, we do not have any figures like that 
today. We would have to look into the whole matter. TI don’t see 
how we can determine it from the facts at hand. 

Mr. SuMMERFIELD. We have studied the question of standard 
size envelopes, and so forth. 

Mr. McKrssin. Our other factor is that we have very little mecha- 
nization as it affects letter mail. We have in the Washington Post 
Office one machine that is operating today that affects about 10 per- 
cent of the Washington Post Office mail load, and we will have within 
the next 6 months a few more machines. But we have no historical 
background on this in terms of mechanization. 

Mr. Lestnsxt. To me, if I were operating something like that, I 
would look into this thing. It would seem that some effort should 
have been made to make a report to us. I can see a possible increase 
of efficiency in the Department if the envelopes were standard size. 

Mr. SumMerFIE_p. I don’t think there is any question that if the 
envelopes were standard size, it would be helpful. There will undoubt- 
edly be an increase in the cost of operating the Post Office Depart- 
ment in future years. It is our hope that mechanization in a substan- 
tial number of the larger post offices throughout the country will 
tend to make it possible for us to absorb a substantial part, if not all, 
of those increases in cost, assuming they are normal increases. In 
addition, it will be possible for us to handle a tremendous increase 
in volume that will occur each succeeding year from this time on. 

Mr. Corserr. Mr. Chairman. 
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Mr. Lesinsk1. I yield. 

Mr. Corserr. Dealing with third-class bulk, when I first came on 
this committee, we were charging $10 a thousand, then it went to $15 
and $20 per thousand, and July 1 it will be $25 per thousand. I sup- 
pose this mail peculiarly originates with the sender as it is from the 
magazines, the direct-mail advertising of their product, from the 
manufacturers of everything, from automobiles to socks. 1 would like 
the gentleman, if he cares to, to tell us, in view of the fact that this 
mail does originate with the sender primarily, that it does generate a 
volume of first class, money orders, parcel post, and all the rest, 
whether he believes that any further increase in this particular class 
of mail should even be considered until we find out what the effect on 
volume is going to be. 

Mr. SUMMERFIELD. I am glad you asked that question, Congress- 
man. First, let me say categorically, I do think that third-class 
mail does play an important part in the general economy of the 
country. 1 think it does stimulate sales, and therefore production, 
and so on. The business | was in prior to becoming a member of this 
administration —— 

Mr. Corserr. I am sorry I mentioned that. 

Mr. SUMMERFIELD (continuing). | used third-class mail in sub- 
stantial amounts. I realize it does make a contribution. As a prac- 
tical matter, the record shows clearly that the increases you just 
mentioned have not served in any way to restrict the continued use 
of third-class mail. Instead, third-class mail has expanded at a 
tremendous rate. We have one chart here which shows that very 
convincingly. To a user of third-class mail, postage is not a material 
factor that would adversely affect the continuance of that business, 
or the expansion of it. 

Recently the Department of Commerce made a study as to the 
effect of the 1959 increase. They found it had practically no effect on 
the volume of third-class mail or on the economy of the country, 
including those who use third-class mail. In fact, the only time I ever 
hear about the adverse effects of increasing third-class rates is when I 
am appearing before this committee, or a committee of the Senate, on 
the question of rate increases. Then | hear the questions asked and 
the statements made by those who benefit from this huge subsidy 
which the people are paying on behalf of the third-class users. That 
is where I hear it. I don’t hear it from the public. 1 do not hear it 
from the people who do not ask for this third-class mail to be sent to 
their homes. 

Mr. Corserr. I have had some experience with this, too. In my 
own particular case where I might be inclined twice during an election 
‘ampaign to send out 100,000 pieces of third-class mail, as the cost 
has risen from $10 to $25 a thousand, I am going to do exactly what 
some of the competitors for the advertiser’s dollars are going to do. 
] am going to revert more to newspaper advertising and more radio 


advertising, which have not gone up quite so rapidly. But my con- 


cern primarily is with a company, let us say, that makes $50,000 a 
vear profit after taxes. If they send out $35,000 worth of additional 
postage because of the increased cost, this can’t come out of much of 
anywhere except profits, if they are at all competitive pricewise. So 
here is a legitimate concern, I believe. I have not seen those Depart- 
ment of Commerce figures and had a chance to study them. I nope 


x 
2 
| 
. 
| 
a 


18 POSTAL RATE REVISION 


they are not identical. The fact is that many of these users of third 
class, particularly the small jeweler, the small seedman, the small 
groceryman, and so on, use a lot of this direct mail advertising because 
to advertise in the daily media he is paying for coverage he does not 
need or want. Mail can be directed to his walkin trade. He is hurt 
by increased postage. 

When I was in the printing business, I watched the falloff of this 
kind of printing business. Recognizing, as I do, that a personal ex- 
perience cannot be spread out generally, maybe the big users—Mont- 
gomery Ward, Sears Roebuck, General Motors, and so on—maybe 
this increase would not hurt them. But when you get down to the 
fellow trying to do business at Four Corners or in Punkin Center, my 
experience is that he is seriously hurt. I wonder if the gentleman has 
any observation? 

Mr. SuMMERFIELD. Our studies do not indicate that they are 
seriously hurt. For instance, I think you have before you the Me- 
Kinsey report. 

Mr. Gituerre. I am going to refer to it in my statement. 

Mr. SuMMERFIELD. We have a copy of the report here. We had 
this organization make a very thorough and complete study on this, 
and Mr. Gillette was going to ask to have it introduced in the record 
and made available to everyone. It is a very thorough and enlighten- 
ing study of this matter. I think it will be very helpful to you. 
Actually all you have to do is to look at the volume and the sources of 
that volume, and you will find that there has been no serious effect 
felt by the users that we have been able to identify. And certainly 
we are not more concerned about the big users than the little ones. 
In fact, one of the reasons we are here today is that we are concerned 
with the little fellows who are not making $50,000 a year, who are 
asked to pay for this nearly $200 million deficit. That is how we try 
to adjust our proposals. We have to take into consideration not only 
the effect or the possible effect on the third-class users 

Mr. Even. I would like to direct your attention to the increase 
in the third-class mail volume. The extent of the increase was 329 
percent between 1926 and 1959. 

Mr. Corserr. Could we have some figures, not from 1926, because 
it was still back at the penny rate, but these last two increases? 
Can you bring that more up to date? 

Mr. SuMMERFIELD. | think we can give it to you right now. 

Mr. Gituerre. I think the best answer to your question is the 
very thoroughgoing study by McKinsey & Co. referred to by the 
Postmaster General, because it is relevant to the present rate proposals, 
and not to something in the past. 

My statement, which I will read shortly, contains quotations from 
the McKinsey & Co. report, which I think you will find quite posi- 
tive. Then I will submit the McKinsey report for the record. I 
think you will find additional backup information which very con- 
vincingly demonstrates that third-class mail will not suffer competi- 
tively, based upon their investigations—both statistical and out of 
interviews with individual companies—by this increase in rates. 
They point out that there are other factors that are considered by 
the third-class mail users, such as the cost of paper and of printing 
and the possible returns per thousand that they will get. 
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urd Mr. Corserr. When the gentleman says convincing, does he 
nall mean that I am going to be convinced that I should use third-class 
vuse mail despite the fact that the cost has gone up to $25 a thousand? 
not That I should not use something else? Suppose you transport me 
1urt into being a grocer or a jeweler or something of the sort. I am 

sitting here with so much money to spend for advertising. The news- 
this paper, the radio, the television, the handbill, or the third-class bulk 
rate. 
ynt- Mr. Rees. And you want the fairest rate. 
ybe Mr. Corser. In any event, I want to get the most for my adver- 
the tising dollar. When you say this will be convincing, that would 
my mean that the adviser is going to find that he still can use third-class 
has bulk rate, and get the most return for his dollar. That is the way 

he buys. 

are Mr. Giuuetre. That is exactly what I mean, Mr. Congressman. 
\Ic- While I am not an expert in this field, | have employed these experts 


to give this committee what it very properly should have, which is a 
study of the impact of the administration’s rate proposals. I think 


nad the committee has asked for this type of information in the past, 
his, and this year we obtained the services of an independent, nationally 
ord known, highly reputable concern to find out in detail just what the 
en- impact of the various rate increases might be. I think after you 
ou. read the study, Mr. Corbett, you will find it has some very interesting 
s of facts that have not been brought out by those who do not want to 
ect have their postage rates increased in this category. 
nly Mr. Cornett. I have just one other observation. There is lobbying 
les, of all kinds on this particular business of postal rates, but the most 
ned persistent lobby that I find is from the people in our cities who use 
are uniformed carriers, who say, ‘‘Look, if you can get that rate up to 
try $30 or $35 a thousand, we will really love you, because we can get it 
nly delivered for $10 to $15 a thousand.”’ They want it. I think it is 

good business. However, Mr. Chairman, I will be interested in that 
ase remark, and I will conclude my questioning. 
329 The CuarkMan. Very well. You may continue, General. 

Mr. Thank you. 

use Turning to chart 13, note how sharply the losses in this mail service 
es? increased. By 1958 the annual loss of this one class of mail was well 


over $300 million. The 1958 law will raise cost coverage from 47 to 
73 percent, and with that improvement the loss will drop to the $189 


the million figure [ just mentioned. 
the From 1926 to 1959, the third-class mail deficiency financed by the 
als, taxpayer totaled $2.7 billion. (See chart 13, p. 80—L.) 

Mr. Jowansen. Did I understand the gentleman from Pennsyl- 
om vania to indicate that there is available competitively a type of de- 
OS1- livery service for this sort of mail outside of the postal service? 

I Mr. Corsert. There certainly is. I would say in most every large 
on- city you can go out and hire what are known as distributing companies 
eti- which will do the same job, house to house. In our city they will put 
, of the item on the doorknob with a rubberband. 
tes. Mr. Jonansen. I am not arguing with the gentleman. [am trying 
by to understand him. TI think he is correct in saying that we ought to 
ing pinpoint the effect on the small user of this type of mail. I am wonder- 


ing if he feels that there is some advantage to the postal service to 
retain this type of mail as against yielding it to this type of private 
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competitor, some advantage so great that the taxpayers ought to 
subsidize the difference in cost between the private delivery agencies 
and the postal service. 

Mr. Corsert. I would say to the gentleman that my question was 
primarily designed as to whether or not on increased rates we have 
not reached the point of diminishing returns. 

Mr. JoHanseN. Again not quarreling with the gentleman, the con- 
cern in my mind is whether it is so important to retain the volume of 
this type of mail. I would like the Postmaster General’s reaction to 
this. [ wonder if it is so important to retain the volume of this type of 
mail as against the competitive inroads of private delivery services 
that we can thereby justify the subsidizing of it by the taxpayer. 

Mr. SumMeErFIELD. [ think chart 14 answers the question very well. 
The line shows the increases. Here is your rate increase of 1950. 
There is your increase of 1952. You see no interruption of the in- 
crease in volume and there is where it is today. If we are going to | 
continue to subsidize these users of third-class mail to the extent that 
we are, then it presumably would be pleasing to the taxpayers of this 
country if we had less volume. However, the record shows con- 
clusively that that is not what is going to happen even though there 
is a substantial increase. (See chart 14, p. 30—-M.) 

I point out, Mr. Congressman, that back in 1926 this Congress set 
the rates at 98 percent of the cost. Then all of a sudden we got in the 
habit of not recognizing the increased cost in the handling of this mail, 
and the size of the deficit that it was making, and we did not increase 
rates. Asa result, we got the deficit up to the point where it is. Of all 
the things that we hear from the public, we hear a great deal more 
about this item 2: nd this service than we do any other. That is not the 
point at the moment, but I call your attention to it. After all, vou 
are the men who represent your constituents back home. The 
increase in rates that we propose, in my opinion, based on the record 
and a careful study, will not decrease the volume substantially. It 
certainly will not interfere with the economy. It will not be destruc- 
tive to the third-class industry itself. 

Mr. Rees. The rate you propose does not make it pay its way, does 
it? 

Mr. SuMMERFIELD. Not quite. We would be very happy to see vou 
amend it to pay 100 percent of the cost. 

Mr. Corserr. Mr. Chairman, I was not presenting here one argu- 
ment. I regard a meeting of this kind as an information gathering 
meeting. At one time I raised a question to a gentleman I will leave 
unnamed for the moment, and I said, “All right, let us make third class 
pay its way even if this puts third class out of business.”’ I asked him 
the question, then, ‘Why don’t we just eliminate third class?” 
Would anyone here like to answer that? If this loses so much money, 
why not do away with it entirely? Let the advertiser use some other 
means of getting his message to the people. 

Mr. JoHansen. Or let him use some other delivery service as 
the gentleman mentioned. 

Mr. Corserr. Anything at all. He can go to the newspaper, 
radio, private distributing companies, and we can eliminate the whole 
thing. Would that be good? 

Mr. SumMERFIELD. Mr. Congressman, there has never been any 
suggestion or intent on the part of anyone in the Post Office Depart- 
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b to ment that third-class mail should be eliminated as a class of mail. ; 
cies [~  ‘There has never been any suggestion of that. I was asked that ques- 

tion a few years ago when there was an amendment offered on the 
was floor to do just that. 
ave Mr. Corserr. I can name you a couple of newspaper chains that 

would like to see it eliminated, 
on- Mr. SUMMERFIELD. That may well be. The Post Office Depart- 
e of ment position is clearly this. We have nothing against third-class 
1 to mail except on the basis that it should be priced in regard to the service 
eof it receives from the Post Office Department. We think it should pay 
‘cae its own way or very close to it. We do not think (iat the taxpayer 

should be asked to pay the difference between what it costs us to 
rell. handle it, and what they pay for the use of it. All we are asking is that 
50. |) the Congress give us a rate that will compensate us in relation to lis 
ine |) cost of handling. That is all. We are not asking for any profit on it 
|| orany elimination of it, 


hat | Mr. Corperr. In 1956 your representative here suggested that if 


this third class paid within 25 percent of iis allocated cost that he would 
on- |. Tegard that as reasonably fair. 
ere ff Mr. SuMMERFIELD. That may have been his judgment at the time. 
It may have been the judgment reflected by the Members of Congress, 
eat as indicated by the action they had taken or failed to take. But in 
the | the face of the reality of a $600 million deficit, I think you have to 
vail look at the facts, as they exist today, and recognize how important it 
’ 


am is that we correct these inequities. I would be perfectly willing to 
f all have someone explain to me how we can justify a subsidy to the users 
of third-class mail at the expense of the taxpayers. 


‘a 
the Mr. Cornett. Mr. Chairman, I yield, because this is not the time 
wei for an argument. 
The Mr. SUMMERFIELD. It is not an argument. 
ord The Cuarman. Mr. Gross. 

It Mr. Gross. In your cost allocation to third-class mail, do you 
re take into consideration the deferred status of third-class mail? 

. Mr. Gitterre. The cost allocations, Mr. Gross, are based on as 
—_ exact an allocation of the actual time spent and the facilities used as 

possible. While they don’t take into consideration the fact that 

vei perhaps third-class mail is worked the next day instead of the present 
day, because its cost would be the same the next day as the present 
‘ru- day, they do take into consideration all of the presorting and all of 
ing the other aids that third-class users provide, 
aon Mr. Gross. Shouldn’t it be given some consideration, and isn’t it 
has handled on a deferred basis? It can sit in a post office for a week, 
can’t it? 


<9”? Mr. Gitterre. IT think, Mr. Gross, that Mr. Barnes, the Assistant 
Postmaster General for Operations, could probably add something 


useful to my answer. 
Mr. Barnes. Certa:nly it is not worked until first class and news- 
sais papers are out of the way which means that very little is worked at 
night for which we would have to pay a 10-percent differential. 
Der, That is given 2 consideration in the cost allocation. 
allie Mr. Gross. Isn’t a considerable volume of third-class mail handled 
on a nondeferred basis? 
— Mr. Corperr. Yes. You get a lot of both second and third class 
all which is stamped time value and given almost the same treatment as 


first class. 


22 


POSTAL RATE REVISION 


Mr. Barnes. Yes, but we are under no obligation to do it, and if it 
costs us additional money, we are not doing it. 

Mr. Gross. I didn’t say there was any obligation upon you to do it. 

Mr. Barnes. I am saying if it costs us additional money we are 
not doing it. If we can handle it today just as cheaply as we do 
tomorrow, we don’t deliberately hold it. 

Mr. Irwin. I would like to first of all ascertain if I am correct in 
thinking that your cost figures for third-class mail are 3.99 cents per 
piece and for first class 4.03? 

Mr. Giuuettrer. Mr. Irwin, the figures you refer to are the figures in 
the 1959 cost ascertainment report before adjustment for increased 
revenues derived under the rate increases of 1958. 

Mr. Irwiy. What are your figures this year? 

Mr. Gititerre. The adjusted figures this year for third-class mail, 
single piece, letter size, cost 4.07 cents. The minimum-rate bulk 
piece cost is 3.37 cents. The overall cost per piece is 4.06 cents, on 
the 1959 adjusted figures. 

Mr. Irwin. I would like you to give me the figures that are equiv- 
alent to these for this year. Just two figures. 

Mr. Giutettr. We cannot do that, because the Cost Ascertainment 
Report for 1960, of course, is not completed, since the year is not 
completed. It won’t be available until after the end of the fiscal year. 

Mr. Irwin. Then taking these figures [ do have, am I to under- 
stand that the difference in handling cost on these two types of mail 
is 0.04 cent? 

Mr. Giuterte. I would like to ask Mr. Eden, the Director of the 
Division of Postal Rates in the Bureau of Finance to answer that. 

The CuarrmMan. Mr. Eden. 

Mr. Even. Mr. Gillette gave you the figure of 4.06 cents as repre- 
senting the average cost per piece for third-class mail, on an adjusted 
1959 basis. That anticipates all known costs and revenue changes. 
That 4.06 cents is a composite of the different types of mails com- 
prising third class. Within third-class mail we have parcels, for 
example, weighing between 8 and 16 ounces. The average cost per 

iece of that type of mail is about 29 cents. The average cost of a 
Eittar-aiiie piece is roughly 4 cents, or 4.07. The average cost of a 
typical advertising circular is about 3.37 cents per piece. Averaging 
those and several other types of third-class mail, we arrive at the 
overall cost of 4.06 cents per piece. 

Mr. Irwin. How does that compare with the first-class rate? 

Mr. Even. The overall cost of gettin a piece of first-class mail 
is 4.09 cents. 

Mr. Irwin. So it is a difference of just 0.02 cent; is that correct? 

Mr. Epen. A difference of 0.03 cent. 

Mr. Irwin. There has been a lot of talk about the numbers games 
in the discussions that we get into in government, but these, for me, 
take the cake. I just can’t believe there is that small a difference 
between those types of postage when you consider the amount of 
work that is done on third-class mail before it is even brought to a 
post office. To me these figures just belie my own experience. I 
worked in a post office not too long ago. The difference in handling 
is radical. When you add to that the fact that it ts deferred service, 
which has to be given some kind of value—that is, if we are going to 
give some types of mail immediate service and others can wait as 
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much as 7 days—there should be some cost reflection involved here. 
You ostensibly are using men on third-class mail when there is nothing 
else for them to do. 

Mr. Even. I should like to point out that there is a considerable 
difference in cost between advertising circular mail and _ first-class 
mail. That is reflected on page 84 of our Survey of Postal Rates. 

Mr. Trwin. I cannot handle this tremendous variety of figures. 

Mr. JoHansEN. If the gentleman will yield, the witness says there. 
is a substantial difference. What is the difference? 

Mr. Even. The cost of handling a first-class letter is 4.09 cents. 
The cost of handling a minimum-rate bulk circular is 3.37 cents. 
There is a difference there of 0.72 of 1 cent. 

The CHarrMAN. You may proceed, General. 

Mr. SuMMERFIELD. Chart 15 focuses on the trend of losses in this 
class. Starting with a near break-even position in 1926, the loss per 
piece widened to the point where it exceeded 2 cents in 1958. This 
gap was reduced as a result of the 1958 law, but still, for every piece 
of third class matter carried through the mails, the taxpayer must add 
1 cent of his own money to make the service pay its way. (See chart 
15, p. 30-N.) 

In the past, each request for a rate increase in third class has been 
met with vigorous protests and dire predictions of disaster for the 
direct mail industry, or its lobbyists. What does the record show in 
this respect? This last chart surely proves the point that postage, 
when fairly priced, can be taken in stride by the direct mail industry 
in the same way as all other business costs. 

Rate increases for bulk mailing were put into effect in 1949, 1952, 
and 1959. And despite the earlier predictions of the direct mail indus- 
try, volume continued steadily upward. 

The studies completed recently by the Department of Commerce 
and the Small Business Administration showed no significant adverse 
effects as a result of the last rate increase. Our own surveys conducted 
by the nationally known management consulting firm of McKinsey & 
Co. indicate no adverse effect. Moreover, we have been assured, as a 
result of the intensive studies by McKinsey & Co., that the additional 
increases we have proposed can be absorbed without injury to direct 
mail users or to the postal service. 

It is certainly not our aim to impede the growth of direct mail 
advertising. It deserves an important place in our economic scene. 
However, there seems to be neither justice nor logic in requiring the 
Post Office Department to be the agent for subsidizing the distribu- 
tion of commercial advertising matter. The cost of Maisiiintinal an 
advertisement is no less a legitimate business cost than either paper 
or printing. 

Direct mail is now the second largest advertising medium in our 
Nation. Its expansion in recent years has been exceeded only by the 
growth of television advertising. 

_ Direct mail advertising represents sales promotion for profit. There 
is ~ justifiable excuse for subsidizing its expansion by tapping the 
public till. 

The CuarrMan. When was the survey by McKinsey & Co. made? 

Mr. SUMMERFIELD. It was just completed in March of this year. 

The Carman. Are copies of that survey available to the com- 
mittee? 
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Mr. SuMMERFIELD. They are here and can be distributed today. 
Mr. Gittetre. Mr. Chairman, each of the members of your com- 
mittee has a copy in front of him. 

The CHARMAN. Very well. 

Mr. SumMerFIevD. The third-class mail service should pay its 
way in full and the rate increase we have proposed is a major step 
toward that objective. 

I have appeared before you today to explain some of the facts which 
prompted the rate proposals we submitted in March. 

The 85th Congress called for periodic analyses as a basis for recom- 
mendations to fulfill the break-even principle of the Postal Policy 
Act. We developed our recommendations in accordance with the 
policy guidelines laid down by the Congress. These recommendations 
have been fully evaluated from the standpoint of their effect on the 
postal patron and the postal service. We are satisfied that they are 
fair and reasonable. 

A more complete review of the financial and historical data which 
underlie the Post Office Department’s proposals can be found in our 
“Survey of Postal Rates.”’ This report was transmitted to the Con- 
gress on April 15, in accordance with the requirements of the Postal 
Policy Act. 

[ am deeply appreciative of the courtesies which the members of 
this committee have extended to me today. I wish to thank each of 
you for this opportunity to appear before you. 

Mr. Chairman, if the committee will permit, Mr. Gillette, Assistant 
Postmaster General for Finance, has a prepared statement. At the 
conclusion of his statement, we shall be most happy to answer any 
questions you may have. 

The CuarrMan. Are there any further questions of the Postmaster 
General? Mr. Davis. 

Mr. Davis. General, I don’t ask this for any purpose other than to 
get information. I notice on page 7 in the third paragraph that you 
take 1932 as the year and say “since 1932 when the 3-cent rate was 
first approved, the cost of handling a typical letter has increased by 
112 percent, but to defray this higher cost Congress raised postage 
only 33 percent after a lapse of 28 vears.”’ 

Why did you take the vear 1932 as a beginning point? 

Mr. SummerrFrievp. That is when the last increase went in. 

Mr. Davis. You can go back 1 vear to 1931 and start there, and 
then you would have an increase in the meantime in postage rates 
of 100 percent, would you not? 

Mr. SuMMERFIELD. That is right. 

Mr. Davis. That would make quite a difference. 

Mr. SUMMERFIELD. Yes, it would, Congressman Davis. I thought 
that the Congress had made its decision and 3 cents was the price 
they wanted to charge for first class-mail. So we started at that point. 
We thought that the Congress had closed the book on that issue at 
that time and set the rate accordingly. We just tried to pick up from 
where you gentlemen left off. 

Mr. Davis. You could start just as well in 1931 and do vour figur- 
ing from that vear. 

Mr. SumMMeERFIELD. Where would we have gone back to then; 1 
vear, or 2 vears or 5 or 100? 
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Mr. Davis. I am just pointing out that the year you take as your 
beginning year makes quite a difference in the rate of increase. 

Mr. SuMMERFIELD. It does, sir. 

Mr. Davis. For instance, in your next paragraph you point out 
that if the rate is increased to 5 cents, that would be only a 67-percent 
increase over the 3-cent rate of 1932. But if you start with 1931, a 5- 
cent rate would be a 150-percent increase over the rate as of that vear. 

Mr. SuMMERFIELD. It would be the same percentage if you go back 
many years before that. 

Mr. Davis. It is just a question of which year you start. 

Mr. SUMMERFIELD. Yes. 

Mr. Gitterte. Congressman Davis, if you wanted to go back to 
the 2-cent rate which you are suggesting, that was established in 
February 1919. I think that the Postmaster General is saying that 1 
cent is 3343 percent more than 3 cents. That is the way he states it. 

Mr. Davis. It just occurred to me that it makes a lot of difference 
which vear you begin with. 

Mr. Gituetrre. He is not comparing the current rate with the 2-cent 
rate established in 1919; but if he did, I think the cost increase would 
be considerably greater than 112 percent, also. 

Mr. Davis. That is all. 

The CuarrMaNn. Mr. Johansen. 

Mr. JoHANSEN. On page 6, Mr. Postmaster General, vou referred to 
the anticipated deficit for fiscal 1961 of $554 million. I assume that 
does not anticipate any additional cost either due to pay increases or 
possible rate increases, such as transportation rate increases. 

Mr. SuMMERFIELD. It does not. 

Mr. JoHANSEN. So whatever the Congress might enact, and what- 
ever might become law in terms of a pay increase, would be additional 
in terms of the anticipated deficit for 1961. 

Mr. SumMerFIELD. That is right. 

Mr. JoHaNnseNn. Does the Postmaster General anticipate any other 
increases in cost, such as transportation? 

Mr. SumMMERFIELD. There is now a petition before the Interstate 
Commerce Commission filed by the southern railroads with an open- 
end request for an increase in rates. What I mean by open end is 
that they are asking for no specific amount; 1 percent, 5, 50, or 100 
percent. It is just an open-end request. What action the Com- 
mission will take is unknown to me, except that if history is repeated 
in this instnee, they will give serious consideration to whatever amount 
the railroads ask for. So we have that immediately ahead of us to 
consider. This committee and this Congress has the same problem 
to consider. So whatever comes of that, if anything, would have to 
be added to the present deficit of $554 million that we calculate here 
after the public service items are properly credited, plus the possibility 
of some further consideration being given to pay increases or fringe 
benefits or both. 

Mr. JoHaNnseN. I have previously said, and I repeat, there are 
circumstances in which I can understand and share the feeling of the 
employees that a justifiable pay increase—and | underscore the word 
justifiable—from their standpoint is not contingent in their minds on 
where the money is coming from. I suggest that attitude on the part 
of employees, however understandable or even justifiable, does not 
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justify the same attitude and can’t justify the same attitude on the 
part either of the Department or of the Congress. 

Mr. SuMMERFIELD. | could not agree with you more. 

Mr. JOHANSEN. I feel this concern, that what we are involved with 
here is a seemingly continuing instability whereby we have a continu- 
ing pressure of increased cost with a continuing reluctance to do any- 
thing about meeting those costs so that the matter finally boils down, 
after all the argument about the allocation of these increases in rates, 
to a matter of moral responsibility in the fiseal field. Would the 
gentleman agree with that? 

Mr. SumMeERFIELD. Completely. 

Mr. Lesinskr. Mr. Chairman. 

The Cuarrman. Mr. Lesinski. 

Mr. Lesinskr. First of all, with relation to the question asked by 
Mr. Gross on the airlift, some third class is flown by airlift. From 
the information I have, some is flown first class. 

I would like to ask the general one question specifically. I believe 
you show here in the chart 

Mr. SuMMERFIELD. May I interrupt just a second? Did you say 
that third-class mail was going by air? 

Mr. Lesinski. Some of it. It is not a normal operation. 

Mr. SUMMERFIELD. Just one second. Mr. Moore, Assistant Post- 
master General in Charge of Transportation, would you comment on 
that? 

Mr. Moors. Congressman, there is no third-class mail being flown 
by airlift, under departmental instructions. 

Mr. Lesinskr. I don’t want to get the individual in wrong that 
told me that, but I swear that the information I have received is 
positive. I will admit this is not a normal routine. I concur on that. 
But third class occasionally does get into the so-called airlift. Getting 
back to fourth-class mail, Congress has authorized you to raise rates 
of fourth class to be within a break-even point. If I follow this chart 
correctly, there is a $133 million deficit in fourth class. 

Mr. SuMMERFIELD. That is correct. 

Mr. Lestnskr. Do you believe that you have followed your respon- 
sibility in asking for an increase in fourth-class rates? 

Mr. SuMMERFIELD. No; I am glad you raised the question. I will 
check your figure for accuracy. We filed a petition with the Interstate 
Commerce Commission for approval to increase the parcel post rates 
according to statute. There was considerable action taken by some 
of those who were profiting by that less than break-even point in 

arcel post and eventually took us into court. Maybe you over- 
loateas that. All this delayed us for many, many months. This is 
another device that is used from time to time to delay the enactment 
and to defeat the will of Congress. The legislative instructions are 
explicit and definite. The Postmaster General shell request an in- 
crease in rates and get approval from the Interstate Commerce Com- 
mission when it is determined that we are not breaking even in the 
parcel post division. 

Mr. Lesinskt. Part of your $600-some-odd-million deficit in the 
Post Office Department is in fourth-class mail. 

Mr. Gituerre. Mr. Lesinski, the adjusted 1959 revenues that we 
are talking about give effect to the increase in fourth-class rates for 
which the Post Office Department obtained ICC approval. So that 
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exhibit I from the 1959 cost-ascertainment report shows that on an 
adjusted basis, the loss of $133 million, to which you refer, 1s reduced 
to $26 million, and the coverage is indicated at 96 percent, which is 
within the 4-percent leeway permitted by the law. 

The estimate of the 1961 deficit contained in the President’s budget, 
of course, reflected estimated revenue in 1961 which, in turn, reflected 
the increase authorized in parcel post rates as of last November 1959. 

Mr. Lesinski. That started the first of this year? 

Mr. Giuuerte. It was effective February 1, 1960. 

Mr. Lesinsk1. But prior to that vou had a deficit of $133 million? 

Mr. Giuuette. Yes. In the fiscal year 1959 for total fourth class, 
not just parcel post. 

Mr. Lesinskr. Yes, I am looking at the total here. 

Mr. Giuterre. That is correct. 

Mr. Lesinsk1. Therefore, if the figure is $604 million as the deficit, 
if you subtract $133 million, it gives you a deficit of $400-million-odd 
in the first- second- and third-class mail? 

Mr. Gituerre. The deficit figures we are using to illustrate the 
situation in each of the classes of mail are the 1959 adjusted figures, 
which give effect to the rate increases under the 1958 act, and also the 
parcel post rate increases. So that the deficit figures that we invite 
the committee’s attention to for second- and third-class mail do reflect 
these changes. 

Mr. Lestnskt. Presently. 

Mr. Giuuerre. All of the deficit figures that we have quoted by 
class of mail reflect adjustments for increased revenue and the in- 
creased cost, such as health insurance. 

Mr. Lesinski. But vour present deficit in fourth class is $26 muil- 
lion, or thereabouts? 

Mr. Giutuerte. The deficit indicated by the 1959 cost ascertainment 
figures, adjusted as best we can indicate $26 million. What it actually 
is in 1960 or what it will be in 1961, we cannot tell until the cost ascer- 
tainment figures are worked out. 

Mr. Lesinski. | think that is important and we ought to consider it. 

Mr. Gross. If the gentleman will vield, I am still in the dark. Is 
there any fourth-class deficit charged to the $604 million that you 
here set out? 

Mr. Gituetrre. The $604 or $605 million to which the Congressman 
refers, I assume, is the deficit published for the fiscal year 1959. To 
your question, ‘Is there any fourth-class deficit,”’ the answer is “Yes,” 
because it reflects all of the revenues and all of the expenditures of the 
Post. Office Department as reported in the annual report. 

Mr. Gross. What is the deficit figure you have presented to this 
committee this morning? 

Mr. Giuierre. The deficit figure that we have presented is that for 
1961, which is an overall estimate contained in the President’s budget. 
it amounts to $603 million less $49 million estimated reimbursement 
for public services, equaling $554 million. It is the $554 million con- 
tained in the President’s budget, for which the Postmaster General is 
under compulsion to meet with the present rate reformations. 

Mr. Lesinski. But the 1959 budget reflected a $133 million deficit in 
fourth class. 

Mr. Giuuerre. Yes. That was largely eliminated by the parcel 
post rate increase. 
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Mr. JoHANSEN. Does the $554 million anticipated deficit for fiscal 
1961 include any anticipated deficit in fourth-class mail? 

Mr. Gituetre. | can’t answer that question categorically because 
we don’t have cost ascertainment data for a year in the future. We 
only have it for past years since it is based on samplings each quarter, 

Mr. Jonansen. But the Assistant Postmaster General certainly 
knows the component elements that went into the $554 million esti- 
mate. 

Mr. GiLtettTe. Not necessarily by classes of mail. We know it by 
accounting classifications, such as how much for postmasters and how 
much for clerks and how much for city carriers and facilities and 
supplies. 

Mr. JOHANSEN. It is not by classes? 

Mr. Gitutetre. But he does not know that by classes of mail until 
the cost ascertainment report has been completed, which is always 
after the fiscal vear. 

Mr. JoHANSEN. If the gentleman will yield further, did I understand 
that the outcome of this issue in the courts sustained the position of 
the Post Office Department? 

Mr. SuMMERFIELD. That is correct in decisions to date. 

Mr. JoHaNnsEeN. I wonder if it might be interesting if there was 
anything in the written decision of the court bearing on the obliga- 
tions of the Congress and of the Department to live up to this provi- 
sion which covers the fourth class mail which might be of interest as 
a part of these hearings? 

Mr. Warsurton. The courts have not completed the procedure 
with respect to the parcel post rate increase. So far there has appeared 
nothing vet, and there would not appear anything yet courtwise until 
the final opinion is handed down with respect to the point you raised. 
They denied the petition of the users for the laying of an injunction. 
That was the affirmative action so far taken. 

Mr. JoHaNnsEN. The net effect of the court’s action was to sustain 
the Department, but there is not a written opinion? 

Mr. Warsurton. To the extent that it would not grant an injune- 
tion against the invoking of the increase effective February 1, 1960 
The final decision and opinion on the merits from the court of appeals 
has not vet been received. 

Mr. JoHansen. Just so that the record might be complete, when 
was the provision enacted by the Congress requiring this near balane- 
ing of revenues and costs with respect to fourth class mail?) When was 
that enacted? 

Mr. Giuitetre. Mr. Johansen, it was enacted September 24, 1950. 
On this subject, I think it might be pertinent and helpful to you if I 
read a statement from the conference report on the 1960 appropriations 
bill for the Post Office Department. This statement is as follows: 

The committee wishes to make one further important point. Ever since 
September 24, 1950, Congress has required fourth class mail and parcel post to 
be self-supporting. This recommendation for a public service appropriation does 
not affect this principle or the manner in which it has been carried out in the last 
8 years. Other than in the case of books, library books and mail for the biind, 
the committee finds no public service cost attributable to fourth class mail and 
believes that the Congress intends that the fourth class mail shall pay its fully 
allocated cost. 

Mr. JoHansen. I just want to offer the observation that it seems 
to me that the action of the Congress in 1950 established an island of 
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fiscal responsibility in what is otherwise pretty largely a sea of fiscal 
irresponsibility. 

Mr. Gross. Mr. Summerfield, at a previous hearing I asked the 
question as to whether, if Congress gave consideration to the enactment 
of legislation authorizing and directing you to fix rates in second and 
third class, whether vou would favor or disfavor such legislation. As 
I recall your answer, you said you would not favor such legislation. 
Have you by any chance had a change of mind? 

Mir. SUMMERFIELD. At that time I suggested and recommended to 
the Congress that it provide for a rate commission to set the rates, 
to approve the rates, and that commission to be appointed by the 
President. Then the Post Office Department could make those 
recommendations subject to the approval of the Congress. 

Mr. Gross. Let me ask you the direct question: You still then 
would not favor legislation authorizing and directing you as Post- 
master General to fix the rates for second- and third-class mail? 

Mr. SuMMERFIELD. I think it is very regrettable that the Post- 
master General has not had greater authority in the area of rate- 
making. 

Mr. Gross. Would vou favor or not favor such legislation? 

Mr. SuMMERFIELD. I oppose the other because I am a realist. I 
ain confident that the Congress would not give that power to the 
Postmaster General. But I am hoping they will give it to a properly 
constituted commission made up of private citizens that can study 
this problem continuously and make recommendations that the Con- 
gress will approve. 

Mr. Lesinsxkr. At that point, Mr. Summerfield, prior to the rate 
hearings and the pay raise issue, all the administration has talked 
about is to wait on the reports of the Bureau of Labor Statistics on 
salaries. Maybe we should take the same position on rates about the 
remark of not having your cost ascertainment report up to date to 
view this overall picture. Maybe we should wait until that time. 

Mr. Gituerre. On that basis, Mr. Congressman, you would wait 
forever because the cost ascertainment report is always a vear after 
the fact. 

Mr. Lesinsxr. Thank you for complimenting the committee for its 
work. 

The Cuarrman. Mr. Gillette, since the House will convene in a 
moment, and we cannot complete the statements of the representa- 
tives of the Post Office Department this morning, the committee will 
resume the testimony of various officials of the Post Office Department 
tomorrow at 10 o’clock. 

The committee will stand in recess until 10 a.m. tomorrow. 

(Thereupon at 11:55 a.m., the committee recessed until Wednesday, 
Mav 11, 1960, at 10 a.m.) 

(The charts referred to in Mr. Summerfield’s testimony follow:) 
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WEDNESDAY, MAY 11, 1960 


House or REPRESENTATIVES, 
ComMMITTEE ON Post AND CIVIL SERVICE, 
Washington, D.C. 


The committee met at 10:15 a.m., pursuant to recess, in room 215, 
House Office Building, Hon. Tom Murray (chairman of the committee) 
presiding. 

The CHAIRMAN. The committee will be in order. 

The hearings will be resumed on the various postal rate bills now 
pending before the committee. This morning the first witness will 
be the Assistant Postmaster General, Mr. Hyde Gillette. We will 
be glad to hear you, Mr. Gillette. 


STATEMENT OF HON. ARTHUR E. SUMMERFIELD, THE POST- 
MASTER GENERAL; HON. HYDE GILLETTE, ASSISTANT POST- 
MASTER GENERAL, BUREAU OF FINANCE; LINDSLEY H. NOBLE, 
DEPUTY ASSISTANT POSTMASTER GENERAL AND CONTROL- 
LER, BUREAU OF FINANCE; ARTHUR EDEN, DIRECTOR, POSTAL 
RATES DIVISION, BUREAU OF FINANCE; HON. JOHN M. McKIB- 
BIN, DEPUTY POSTMASTER GENERAL; HON. BERT B. BARNES, 
ASSISTANT POSTMASTER GENERAL, BUREAU OF OPERATIONS; 
HON. GEORGE M. MOORE, ASSISTANT POSTMASTER GENERAL, 
BUREAU OF TRANSPORTATION ; HON. HERBERT E. WARBURTON, 
GENERAL COUNSEL; NYLE M. JACKSON, EXECUTIVE ASSISTANT 
TO THE POSTMASTER GENERAL; LOUIS J. DOYLE, ASSOCIATE 
GENERAL COUNSEL; BEN WOSTEIN, CHIEF, LEGISLATIVE RATE 
SECTION, POSTAL RATES DIVISION, BUREAU OF FINANCE; 
EDWIN A. RILEY, DIRECTOR, POSTAL SERVICES DIVISION, BU- 
REAU OF OPERATIONS, POST OFFICE DEPARTMENT —Resumed 


Mr. Gitterre. Thank you, Mr. Chairman. Before I read my 
prepared statement, I would like to clarify a statement I made 
yesterday in answer to a question about the inclusion of intangibles in 
the cost-ascertainment report of 1956. 

[ stated that I was not here at the time that policy was adopted. 
That statement was correct in that the policy was adopted and 
described in the 1955 cost-ascertainment report. | was sworn into 
my present position on March 4, 1957. However, the 1956 cost- 


ascertainment report which | referred to was transmitted by me to the 
Postmaster General on March 25, 3 weeks after | was sworn in. So 
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I would like to clarify any misunderstanding of my statement by 
pointing out that while I was not a party to the policy decision made 
in 1955, I did transmit the statement containing that policy to the 
Postmaster General, 3 weeks after I took office. 

The CuHarrMan. Very well. 

Mr. Giutuerre. In 1957, I changed the policy of including these 
intangibles in the cost-ascertainment report as the letter of trans- 
mittal to the Postmaster General dated June 1, 1958, clearly shows. 
The reason for the change in policy was basically the enactment of 
Public Law 85-426, the Postal Policy Act of 1958, under which 
provision was made for periodic reports by the Postmaster General of 
all factors that might be useful for the Congress in developing postal 
rate decisions. 

In the letter of transmittal of the 1957 cost-ascertainment report, 
I stated: 

With the enactment of the Postal Policy Act of 1958 (title I of Public Law 
85-426), on May 27, 1958, provision was made for the purpose of postal rate de- 
termination, for the inclusion in specific periodic reports to the Congress of various 
other factors affecting rates, such as value of priority or deferment given to any 
class of mail or service, relative values of the service to the patron, and relative 
intrinsic value of items handled, together with the value of certain ‘‘publie sery- 
jces,”’ the latter amount to be determined by the Congress. Therefore, in this 
gtudy no evaluation has been made of such factors. 

I think that should clarify any misunderstanding, and I hope it does, 
Mr. Chairman. 

The Cuarrman. I am sure it does. 

Mr. Giutuerre. Thank you. 

Now I would like to read from my statement to this committee. 
The CHatRMAN. You may proceed. 

Mr. Gruterre. Thank you very much, Mr. Chairman. 

1 should like to outline in moderate detail the substance of the Post 
Office Department’s current rate proposals. I should like, also, to 
give you our evaluation of the probable effect of these proposals, from 
the standpoint of the Post Office Department and the patrons it serves. 
In this evaluation, I trust we shall answer some of the questions and 
criticisms which have arisen since our rate proposals were first sent 
to the Congress on March 11. 


POSTAL POLICY 


First, let me review the financial guidelines which are the basis for 
the Department’s rate proposals. Of overriding importance is the 
break-even objective of the Postal Policy Act of 1958. Section 
103(e)(4) states that: 

Postal rates and fees shell be adjusted from time to time as may be required to 
produce the amount of revenue approximately equal to the total cost of operating 
the Postal Establishment less the amount deemed to be attributable to the per- 
formance of public services under section 104(b) of this title. 

In addition to this break-even objective and the guidelines for esti- 
mating public service losses, the Congress also reaffirmed its long- 
standing approach to the pricing of first-class mail. Section 103(c) (2) 
directed that the allocated cost of first-class mail should be considered 
simply as the starting point in arriving at a basis for rates. Postage 
should be sufficient to cover these costs plus- 


an additional amount representing the fair value of all extraordinary and prefer- 
ential services, facilities, and factors relating thereto. 
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Now, as against the unequivocal declaration that postal finances 
are to be maintained in approximate balance, we face the estimated 
deficit next year of $554 million, after a reimbursement of $49 million 
for public services. That defines the size of the task before us. 

If it is still the judgment of this Congress that the Postal Policy 
Act is sound in its basic approach to postal finances, there is only one 
course of action: postal rates should be raised to produce $554 million 
in the forthcoming fiscal year. 

The details of the Post Office Department’s rate proposals are 
summarized in the table which we made available to the members of 
this committee today. Mr. Chairman, with your permission, I be- 
lieve it would be helpful to have that table inserted in the record at 
this point. 

(The table referred to follows:) 


Post OrricE DEPARTMENT 


Summary of proposed postal rate increases, April 1960 


Class of mail | Section of | Unit Present Proposed | New 
| bill law rate revenues ! 
| Cents | Cents | Millions 
Ist-class mail H $409 
Letters .| Ounce..... 4 5 
Drop letters BD). | 3 4 | 
Post and postal cards. | 2(b) | Each___- 3 4 | 
Airmail ® | Is 
Letters 13 Ounce. 7 & 
Post and postal cards i eee Each | 5 6 | 
Air parcel post ? | 4 | | 
2d-class mail 


Local deliveries: County | 
rates discontinued. All } 
matter for delivery at the | | 
original entry office 
through post office boxes, 
general delivery, or by 
rural- or star-route carriers 
will pay 42 cent per copy. 
All matter for delivery at 
the oflice of mailing by 
city or village letter carri- | 
ers will pay per copy rates | 
of 1 cent (2 ounces or less) 
or 2 cents (over 2 ounces). 
Zone-pound rates apply if | 
higher than 1-cent or 2-cent 
per copy rates. 

Nonlocal deliveries 
With the exception of spec- 
ified classroom and non- 
profit publications, all 
nonlocal matter will pay 
the existing zone-pound | 
rates shown below plus a | 
charge of 1» cent per piece. | 


1960 | 1961 | 1960 | 196i 


(a) | Pound. ..... 2.3) 2.5 2.3 
do. | 5.2] 6.0] 5.2 | 6.0 |- 
| 12.5 | 14.0 | 12.5 | 14.0 
Nonprofit publications, 
classroom publications: 
will pay 50 percent of the | 
prevailing rates for regular | 
publications. Carrier-de- | 
livered local mailings will 
pay the per copy rates if | | | 


these are higher. 
See footnotes at end of table, p. 34. 


: 


4 
: | 
| 
| | 
| | | 
| | 
4 


POSTAL RATE REVISION 


Post OrricE DEPARTMENT 


Summary of proposed postal rate increases, April 1960—Continued f 
| | 
Class of mail Section of Unit Present Proposed New f 
| bill law rate revenues ! 
| 
| Cents Cents Millions I 
Minimum per copy rate 
will increase from 1 cent | s 
to 3 cents. | | 
Single Additional ounces-- | 1.5 2 
Bulk: cal 
(a) Circulars, mer- |). 
| Piece minimum. -.. 2. 0-2. 
ete. Piece minimum_-.-_- 2. 0-2. 5 
Note.—Regular piece 
and pound rates apply to 
authorized nonprofit or- 
ganizations except that 
the per piece minimum 
under bulk mailings will 
be reduced 50 percent. 
Minimum quantity for 
bulk mailings revised to 
200 pieces or 40 pounds. 
1 1961 basis. 
2 No change in current zone rates. ; 
3 6-month increase for bulk mail only; revision effective Jan. 1, 1961. : 
4 Offset by corresponding reductions in public service reimbursements. FI 
5 Reflects adjustments for other rate revisions and anticipated changes in mail mix. 
FIRST-CLASS MAIL 


Mr. Giuuerre. If this Congress accepts the guidelines of the Postal 
Policy Act, then the largest share of the necessary revenues can come 
from only one source: first-class mail. First-class mail accounts for 
more than one-half of all mail volume. But our request for a rate 
increase in this class is more than a matter of arithmetic. The 
reasons for a further increase in first class rates are both logical and 
compelling. 

The Postmaster General has just reviewed with you the manner in 
which first-class rates have lagged behind cost increases. He demon- 
strated that cost coverage is far below traditional levels. He em- 
phasized that current rates do not comply with the policy which the 
Congress spelled out for this preferential service. 

Mr. Summerfield also indicated that the principle of pricing first- 
class mail at a level over costs is consistent with the policy in the postal 
services of other nations throughout the world and in all industrial 
pricing structures where multiproduct lines are involved. 

Recently we asked a number of postal administrations of other 
countries to furnish information concerning the policy which thev 
follow in fixing postage rates. Almost without exception, these 
countries reported a break-even goal for their postal operations, with | 
letter mail producing revenues substantially in excess of costs. 
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Canada, for example, reported a 154-percent cost coverage for 
first-class mail in 1959. The United Kingdom reported— 


The domestic letter rate is the sheet anchor of our inland postal finances and 
for many years we have used the profit from it to carry losses on some of our other 
services. * * * The profit of £13.5 million on the letter service represented 24 
percent over cost and without it we should have run well into the red. 


Mr. Chairman, at this point I would like to submit for the record a 
summary of the relevant portions of these replies. 

The CuairmMan. Let them be inserted at this point. 

(The summary referred to follows:) 


Tue Postrat oF OTHER Nations! 
Australia 

“* * * However, despite the results of our cost studies, judgment must be 

exercised in determining the practical limits of charges for particular services.” 
* * * * * 

“* * * We try to make a profit on the letter category to meet the deficiencies 
which are incurred in handling the other items of mail and providing special 
postal facilities.” 

* * * * * * * 

“* * * it was estimated that postage revenue from the Letter mail category 
would exceed tbe estimated cost of the service by a little over 20 percent in a full 
vear.”’ 

Austria 

‘“* * * revenues exceeded the expense incurred for the classes of mail concerned 
by 25.9 percent. Even though the percentage indicated covers several classes 
of domestic mail, the postage revenues from ‘letters and posteards’ are certainly 
the decisive factor.” 

Belgium 

“* * * private letters leave a surplus of 339,319,371 Belgian franes, which 
represents some 34 percent of their operating cost.’ 

* * * * * * * 

“* * * Although the letter category is already largely profitable * * * the 
minimum postage for an ordinary letter in the domestic service has been raised 
from 2.50 to 3 Belgian franes. It may therefore be deduced that the profits 
realized on letters are intended to cover, to a certain extent, the losses on other 
classes of correspondence.”’ 

Canada 

“The latest financial report of the Canadian Postal Service indicates a 154- 
percent cost coverage for first-class mail in fiscal 1959.” 

Federal Republic of Germany 

“By law the Deutsche Bundespost is bound to cover its expenditures with the 
revenue of postage rates. Therefore, this administration is starting from the 
costs in establishing postage rates. However, this principle applies only to the 
whole of all postage rates. For cultural, social, and economic reasons the rates 
of some branches of service are under the costs. The deficit resulting from 
these rates must be covered by excesses of other branches of service. 

ok * * * * * * 

“* * * for letters and post cards together which correspond to your first-class 
mail, revenues exceed the expenditures with approximately 10 percent. * * *” 
France 

“Generally speaking, postage rates are established in France so as to cover the 
operating charges on the whole * * * making it necessary to recuperate on 
first class articles the losses entailed by these other articles. 

* * * * * * 


1 Replies to a communication from the International Service Division, Office of the Postmaster General. 
March 24, 1960. 
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“* * * then between various classes (first class articles, on the one hand, 
second class articles, on the other hand) where the high rates collected for the 
first permit maintaining reduced rates, lower than the actual cost of handling, 
for the others.” 

Great Britain 


“The domestic letter rate is the sheet anchor of our inland postal finances and 
for many years we have used the profit from it to carry losses on some of our 
other services. * * * The profit of £13.5 million on the letter service repre- 
sented 24 percent over cost and without it we should have run well into the red, 

* * * * * * * 


“The Post Office has many social obligations. But the existence of these 
obligations does not mean that the Post Office should be run primarily as a Vast 
social service without regard to the economic facts of life. * * *” 

Netherlands 

“So apart from these rather small differences it may be said that the object 
of being self-supporting is approximately attained for the postal service as a 
whole. 

* * * * * * aK 
‘* * * T can tell you, however, that the rate for letters considerably exceeds 
the cost price.” 
Norway 

“* * * Our policy must therefore be to fix postage rates which as a whole 
warrant revenues that cover expenditure. * * * Consequently, this deficit must 
be covered by means of higher rates concerning other services, in first place the 
domestic first-class mail service. * * * This excess cannot be computed with 
accuracy, but on an approximate estimate revenue exceeds expenditure by 60 
percent.”’ 

Sweden 
“The goal of our postage-rate policy is that the organization should pay its 


” 


own way.” * 
* * * * * * * 

“* * * Tt is a natural thing that items protected by monopoly—in the main 
letters and posteards—-have to bear a greater part of the expenditures than items 
not protected by monopoly.” 

Union of Soviet Socialist Republics 

“Rates in foree for letters and post cards fully cover actual costs (cost price), 
moreover, they provide necessary net income which is defined to cover losing 
operations in other branches of services. * * * 

“At present postage revenue for transmission of letters and post cards within 
the country exceeds actual postal costs of the U.S.S.R. by approximately 20 
percent. * * *” 

Mr. Gruterre. These are the facts which support our proposal for 
a l-cent increase in letter rates. Now let me meet directly the main 
objection which has arisen. It is asserted by some that first-class 
mail is now making a profit and, therefore, there is no justification for 
a further rate increase. 

This so-called profit on first-class mail is simply the difference 
between revenues and a cost level which reflects, only in part, the 
value of that service. Compared to the total value of service provided 
by the Post Office Department, the receipts from first-class mail are 
greatly deficient. 

It was this realization—that costs taken alone cannot measure the 
value of first-class service—which prompted the Congress to specify 
that rates shall cover costs plus the fair value of preferential services. 
It is important that there be a clear understanding that these preferen- 
tial services carry no specific price tag. They cannot be expressed in 
so Many man-hours of post office time, and it is for that reason that 
they are not included in allocated costs. 
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How does one put a price tag, for example, on priority of service? 
Two batches of mail may require identical processing time. But one 
batch may be processed and forwarded immediately after receipt at 
the post office, while the other is deferred until the following day due 
to an overload of mail. Recorded costs may be identical for both, 
but the expedited batch of mail has surely received a service more 
valuable to the patron. It is this one example of value differential, 
multiplied many millions of times over, which expresses the reason for 
pricing first-class mail in excess of its allocated costs. 

Priority of service is only one of many real, but noncostable, values 
attached to first-class mail. There are other reasons why first-class 
mail should pay more than its allocated cost. These are some of them: 

1. Among all the postal services available, first-class mail is of 
highest value to the patron. 

2. The convenience of thousands of street collection boxes and busi- 
ness office chutes is provided for first-class mail. Most second- and 
third-class mail must be delivered to the post office for mailing. 

3. Secrecy and security are zealously guarded. 

4. The privileges and guarantees of forwarding, reforwarding, and 
return are provided only for first-class mail. 

First-class cost coverage 

Turning now to the cost coverage which would reflect these addi- 
tional noncostable values, it is clear that we are dealing with an area 
of judgment. 

Mr. Summerfield pointed out that first-class mail traditionally 
yielded an average of 140 percent of costs, prior to World War II. 
We are not suggesting that this should be adopted as an inflexible 
standard for first-class rates, but we do believe that 140 percent is a 
significant point of reference, or a benchmark level if you will, in 
arriving at the fair value of first-class service. 

What is significant at this point is not whether a fair price for prefer- 
ential service is 40 percent of costs, or 50 percent, or 30 percent. The 
crucial issue, we believe, is whether the current 11 percent premium 
is an adequate charge for the fair value of numerous preferential 
services which the first-class mail patron receives. It is our earnest 
conviction that it falls short by far. If you accept this conclusion, 
only one decision is possible: First-class rates should be raised. 

We should not choose a specific and rigid cost coverage objective 
for first class and then proceed to adjust rates to meet that objective. 
We should seek a cost coverage which approximates the fair value of 
first-class mail. 

First-class rates can be modified most practicably in increments of 
1 full cent. Fractional rates would be administratively cumbersome 
and a great nuisance to the Department, and particularly to the public. 
If it is agreed that 11 percent of costs is an insufficient extra charge 
for preferential service, then the 4-cent rate is too low, and a 5-cent 
rate would be the next logical level. The precise cost coverage which 
results is immaterial. It is important, however, that cost coverage 
shall be within a broad range which reflects the intent of the Postal 
Policy Act. I am referring, specifically, to section 103(c)(2), the 
ee standard adopted by the Congress for pricing first-class 
mail. 
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Incidentally, should the Congress approve a 1-cent increase for 
first-class mail, the resulting cost coverage would be somewhat under 
the traditional 140 percent level. 
First-class-revenue lag 
First-class mail volume has increased over the years, matching the 
Nation’s population growth and the expansion of our economy. 
Since 1926, first-class mail has more than doubled in terms of number 
of pieces. As a result of this rapid expansion, first class continues to 
hold the position as the Department’s major mail service. From 
1933, when the 3-cent rate was first applied, first-class mail volume has 
consistently accounted for 52 to 56 percent of all mail volume. The 
exception was 1944, when personal correspondence rose very sharply. 
While the relative volume of first-class mail fluctuated within this 
narrow range, first class consistently produced mail revenues equiva- 
lent to about 50 percent of all the Department's costs in the years 
prior to World War Il. In the years after the war, however, this 
contribution slumped to only 32 percent of total costs. Currently, 
despite the higher 4-cent rate, it is still less than 40 percent of the 
Department’s total costs. Yet as I stated, Mr. Chairman, prior to 
World War II, first-class mail volume contributed revenues sufficient 
to cover about 50 percent of the Department’s total costs. 
Summarizing the financial situation in first-class mail, these are the 
key facts: 
1. Rate increases have lagged far behind cost increases. 
2. Cost coverage is far below historical levels. 
3. Present rates do not reflect the fair value of this service as 
defined in policy act criteria. 
4. First-class mail is not contributing its former share of postal 
service costs. 

5. Adjusted for changes in the value of the dollar, the 3-cent letter 
of 1932 is worth more than 6 cents today. 
If the rate on first-class mail is not increased with other rates, the 
first-class service could be deluged with commercial advertising. 
Commercial firms would find it to their advantage to use cards for 
advertising purposes rather than third-class circulars. Certain price 
relationships should be maintained within the rate structure. 
It also seems desirable to maintain the existing rate relationship 
between letters, cards, and drop letters. 
The Department’s proposals in the first-class mail service would 
produce $409 million of additional revenue, based on estimated volume 
levels for fiscal 1961, assuming a July 1, 1960, effective date. 
Impact of proposal 
I should like to speak briefly now of the probable effects of a 1-cent 
increase in first-class rates. In this connection, my remarks will be 
based entirely on the recent study which was undertaken, at the 
Department’s request, by the nationally prominent consulting firm of 
McKinsey & Co. The report, entitled “The Impact of Postal-Rate 
Increases,”” was completed in March 1960. Preliminary drafts, how- 
ever, were available to the Department prior to that date. The 
objectives of this study were, first, to analyze the ability of patrons of 
the mail service to adapt their operations to rate increases of a magni- 
tude that the Post Office Department contemplated, and second, to 
ascertain the probable effect of such rate changes on the volume of 
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mail. The conclusions reached by McKinsey & Co. with respect to 
the effect of the Department’s first-class rate proposals were sum- 
marized as follows: 

The proposed first-class mail rate will cause no serious difficulties for either the 
business user or the private citizen. The cost of first-class postage is not a sig- 
nificant element in the operating cost of most businesses except those to which 
the ability to communicate quickly, frequently, and cheaply with customers or 
branch offices is a primary factor for success. But even for such companies, 
service at the proposed rates will still represent a significant bargain as a low-cost 
communication medium. 

To the private citizen, the proposed rate poses no serious problems inasmuch 
as the total expenditure for postage by the average person is a minute fraction of 
his total disposable income. 

Furthermore, when compared with the historical changes in the costs of other 
commodities and services consumed both by business enterprises and private 
persons, the proposed first-class posta] rate is wholly in line. 

Last of all, the 5-cent rate now under consideration will continue to be 
materially less in terms of real values than the rates charged for comparable 
services in England, France, and Germany. 

The McKinsey report contains some charts that demonstrate this 
statement. 

Supporting these conclusions, McKinsey & Co. observed that in 
most industries the cost of first-class postage is well under 1 percent of 
total operating expenses—most often ‘one-tenth to one-fifth of 1 
percent.” 

For the private citizen, McKinsey & Co. observed that the average 
per capita expenditure for first-class mail was approximately $2 in 
1959. This was about one-tenth of 1 percent of the average per 
capita disposable income of $1,891 in 1959. An increase of 25 percent 
in the first-class rate would still leave total postage an insignificant 
item in the budget of the private patron of the service. 


AIRMAIL 


Next, turning to airmail, the Post Office Department’s proposal 
provides for a 1-cent increase for airmail letters and a similar increase 
for air cards. These adjustments will retain the present differentials 
that now exist between air mail and regular first-class mail. We 
believe these differentials are proper to reflect the additional cost 
and the extraordinary service given this top priority mail. 

There is a mistaken impression that the only difference between air 
and surface mail is in transportation. Airmail is far more than a 
guarantee to transport mail by air carriers. Frequent and separate 
dispatches of airmail are made between post offices and air terminals. 
The Department recognizes that the benefits of air service can be 
negated through delays on the ground. Consequently, every step 
is taken to expedite this mail, adding even greater value to a service 
which guarantees the fastest possible transportation between post 
offices. 

A l-cent increase in airmail rates will raise the Department’s 
revenues about $18 million, on the basis of 1961 volume estimates. 

Mr. Lesrysxt. At that point, may I go back to page 7? You said 
that first-class mail has doubled, the 3 cents applied for 1933. Why 
not use the figures of 1926 at 2 cents? Therefore, if the cost of first- 
class mail has doubled—therefore the income has quadrupled. It is 
an axiom in business, when the volume increases, the costs go down. 

Mr. Gittetre. So, Mr. Congressman, what is your question? 
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Mr. Lesinski. My question is, Is the Department as efficient as it 
should be? 

Mr. Giutterre. | think the Department has gained in efficiency, 
Mr. Lesinski, during this period. ‘The President’s budget shows a 
constant increase in the number of pieces handied per man-hour. 
From 1953 to 1959, as we stated in the charts yesterday, we han- 
dled an increase in volume of 20 percent with only a 7.6 percent 
increase in total man-hours, which included increases in city carriers 
that had to be increased because of population growth in suburbs. 
There was only an increase of 2.2 percent in noncity carrier employ- 
ment during that period to carry the 20-percent increase in mail 
volume. 1 think you are certainly entitled to assume, as you have, 
that there is some increase in efficiency up to a point, but this con- 
cept is more appropriate when you are speaking about mechanized 
industry. Heretofore the post office mail handling has been almost 
entirely manual. So as the volume increased we had to put on 
additional man-hours. 

Mr. Lesinsxki. You talk about more mail per man, and so forth. 
Where is the actual cost to the Department increasing? Mail costs 
have gone up. We understand that. It seems to me that the 
biggest increase in cost is the leasing of buildings; where before you 
paid in 10 years complete, now you keep on buying the same 
building over and over again. 

Mr. Giuuerre. That is not correct, Mr. Lesinski. I think you 
have some misinformation. 

Mr. Lestnski. Let me put it this way. Prior to this time Congress 
appropriated funds for a Federal building. That building belonged 
to the Post Office Department or to the GSA. That would be a 
so-called 10-year cost factor as it is in the construction of a building. 
Today the Department leases a building for 10 years. Instead of 
adding on, it has to buy or lease another building for 10 years. So 
it does not own these buildings at all. It is paying this rent. There- 
fore, you are increasing your cost of operation constantly without 
owning the buildings. In a 40-year period you are spending four 
times as much as you would from the very start if you built the build- 
ing originally. Is that right? 

Mr. Gitterre. I don’t know how the figures would come out on 
that basis, Mr. Lesinski. We have made some studies which have 
satisfied us that it is actually cheaper to lease these buildings which, 
incidentally, we would not otherwise have, since there were no ap- 
propriations by the Congress for public buildings between 1938 and 
1958. The buildings are built according to our own specifications as 
functional structures, rather than as the more monumental structures 
which would be required to meet multipurpose Government buildings, 
if they were built by Government funds. The leases are frequently 
for more than 10 years. I think the maximum is 30 years, Mr. 
Lesinski. They are subject to renewal at a lower rate than the origi- 
nal term. So it is not possible to make a projection or a multipli- 
cation of the cost of the lease based upon the first term of the lease. 

Mr. Lesinskr. I should not be too critical of the Department for 
doing what it has done because it needed the buildings. It has been 
the fault of Congress that it did not appropriate the funds necessary 
for these structures. The building in Detroit cost $22 million to con- 
struct. That is the problem. If the Congress appropriated the 
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original $22 million with $17 million of equipment, that is $39 million. 
The building itself will cost you $48 million. That includes taxes, 
interest, and so forth. Therefore, it is costing the Department more 
money in the long run. 

Knowing the necessity for these buildings, you have to do some- 
thing. I realize that. The point | am making is that it is costing 
you more money today than it did before. It is costing you double 
and then some. 

Mr. Guterre. It is certainly true that our rentals increase as our 
modernization program expands, but we had no practical alternative 
to develop the facilities needed to handle this growing volume of mail. 
We had to do what we felt, considering everything, was most eco- 
nomical and practical, which was this leasing arrangement. Under 
it we have added close to 4,000 post offices built by private investment 
and leased by the Department. These are designed to overcome the 
obsolete, inadequate facilities which we had long been criticized for 
having. I think perhaps the Deputy Postmaster General, Mr. 
McKibbin, would like to add to any comment I have made. 

Mr. McKissrn. The only comment I would make is that these 
figures do not reflect a great deal of the mechanization. The figures 
of cost we have here are based primarily on manual handling, because 
the great volume of mail is handled manually. 

Mr. Lesinkst. That is correct. The point I am driving at is that 
if the Congress had appropriated the funds for the construction this 
would go down in cost considerably. 

Mr. McKissin. We could give for the record the comparative rates 
today as opposed to prior to 1953. We will be glad to put those in 
the record. 

Mr. Lesinsk1. Irrespective of that, if Congress appropriated $100 
million for construction, you would not have to spend $200 million in 
leasing, and so forth; is that right? 

Mr. McKissrn. That is right. 

Mr. Lestnskt. So instead of Congress appropriating $100 million, 
you have to spend double that amount in a 10-year period. 

Mr. McK issrn. This subject is pretty academic because they did 
not appropriate. 

Mr. Lesinsxr. That is true. 

The Cuarrman. You are blaming Congress for this, Mr. Lesinski? 

Mr. Lestnskt. Congress had not appropriated funds in the past. 
So the Department had to do something. Therefore the cost of 
construction comes out of Post Office funds instead of general funds. 

Mr. McKissin. The cost of leasing comes out of Post Office funds. 
The cost of construction comes out of private funds. 

Mr. Lesinskr. That is right. The point is that the action of 
Congress itself, by not appropriating funds, has increased the cost to 
the Department because you have to lease these buildings. 

Mr. McKissrn. We will give you a figure on the overall comparison. 

Mr. Lestnskt. Seriously, it is just natural. It is as clear as you can 
lave it. You have to pay for leasing these buildings today. 

Mr. McKtspin. That is right. 

Mr. Lesinskt. If Congress appropriated the funds for these build- 
ings, it would not cost you a dime, would it, except for the main- 
tenance? 

The CuarrmMan. It would cost the Government, would it not? 

Mr. Lestnskt. It would cost the Government, 
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Mr. McKrssin. A great percentage of these buildings, the 4,000 
that have been built, have nearly always been in the lease category, 
Those are the small buildings. You are thinking of Federal buildings 
in which the post office is operating. 

The CuHarrMan. Multipurpose buildings. 

Mr. McKrssin. That is right. The big majority we have built 
today are small. 

Mr. Lesinskri. The building in Detroit cost $22 million to con- 
struct. In a 30-year period it will cost $48 million under the lease, 

lus $17 million of equipment. That is the point I am driving at. 
if f Congress appropriated $22 million, it would only cost you $22 
million to build, and it will not come out of the funds of the Post 
Office, because Congress would set that fund aside for construction. 
Isn’t that correct? 

Mr. McKissin. Yes. 

Mr. Lestnski. Therefore you would be saving every year close to 
$2 million on rental of that building. 

Mr. Barry. Will the gentleman yield? Are you taking into con- 
sideration the capital you have tied up and the interest we have to 
pay on that capital and adding to our Government debt? 

Mr. Lesinsk1i. The point is what is the difference? I realize what 
you are talking about. That is the point that the Department has 
not spelled out. I admit that Congress was negligent there. This 
is increasing your costs. 

The Cuareman. I don’t get your point. How is the Post Office 
Department to be blamed for that? 

Mr. Lestnskr. Congress is to be blamed. 

The CHareMan. Congress failed to appropriate money for the 
buildings. 

Mr. Lestnskr. I am not arguing that point, Mr. Chairman. The 

int is that this is an increased cost to the Post Office Department. 
You talk about increased efficiency. Here you have four times the 
volume since 1926 and normally, as the volume increases, your costs 
go down. 

Mr. McKissin. More than 90 percent of all our costs are in labor 
and transportation. Those are the biggest factors of cost. 

Mr. Gitierre. Mr. Chairman, as I stated in recognition of the 
lack of a public building program and the need for specialized struc- 
tures, Congress did pass the Post Office Department Financial Con- 
trol Act in 1950, and included therein authority to lease on terms 
deemed satisfactory to the Postmaster General for the purpose vou 
just mentioned. I would like to have permission to have our con- 
troller, Mr. Noble, comment briefly on the reductions in cost. He 
has some figures here which I think will demonstrate this to Mr. 
Lesinski’s satisfaction. 

Mr. Nosuie. Mr. Chairman, we recently made a cost study to 
compare unit costs in 1952 with unit costs in 1959. For that purpose 
we eliminated all capital expenditures in 1952. We eliminated sub- 
sidies which we were paying in 1952 that we do not have to pay today. 
We divided that cost by the number of pieces of mail handled in that 
year, and came up with a figure of $51,280 per million pieces of mail. 
Since 1952, wage rates have increased approximately 20 percent, and 
we have had to pay civil-service retirement contributions equal to 


about 6.5 percent of the wages, which serve to increase costs, over 
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which we had no control, a total of about 26.4 percent. We add that 
to this unit cost and we come up with an adjusted unit cost at today’s 
wage rates of $64,818 per million pieces. 

For the fiscal year 1959, the operating costs, which would include the 
rents on these newly leased buildings which we did not have in 1952, 
we arrive at a cost per million pieces of $58,484, which is about 10 
percent less than the adjusted unit cost in 1952, or $6,334 per million 
pieces less. 

We realize that some of that reduction is due to the fact that 
volume went up during this period 22.7 percent, and there are some 
fixed elements of cost; but on the other hand, we have included in 
here the city carrier service which has grown at a greater rate than the 
mail volume, and that more than offsets that factor. So that we feel 
there is a good showing here of a reduction in unit cost, through the 
improved methods of operation and other enconmies introduced, of 
approximately 10 percent since 1952. 

Mr. Lestnskt. How is it that the letter carriers have increased 
over the proportion of the mail? 

Mr. Nose. Because the service is dependent upon the growth of 
the suburban areas. As our suburban areas have mushroomed out, 
we have had to provide additional carrier service at a greater rate 
than the growth of mail. It is a matter of geography, the location of 
population, and the number of stops. The imerease in number of 
families has exceeded the rate of growth in actual mail volume. 

Mr. Lesinskt. How much more does it cost the Department in 
rural routes where the old criteria was four families to a route and 
now it is two? 

Mr. Nosie. How much additional cost was there for the rural 
routes? 

Mr. Lesinskr. Yes. 

Mr. Nosue. This last increase, I think, cost about $6 million where 
the criteria was changed from three stops to a mile to two. 

Mr. Lesinsxr. Originally it was four. 

Mr. Noste. Originally it was four. Those increased costs are in 
this 1959 average. 

Mr. Lestnskt. Is the $6 million from three to two? 

Mr. Nose. Yes, stops per mile. 

Mr. Lesinsxr. How is it from four to two? 

Mr. Noste. I have not developed that figure. 

Mr. Barnes. We don’t have that figure readily available, but it 
would be something less than $6 million. It would not be as much as 
$6 million. 

Mr. Lestnsxkt. In other words, a total of about 12? 

Mr. Barnes. Possibly $10 million would cover. 

Mr. Lesinskt. Because it costs $60 per mile of rural route? 

Mr. Barnes. Not necessarily. 

Mr. Lestnskr. On the average. It depends on the route. 

Mr. Barnes. Did you say $6C? 

Mr. Lesinskr. That is right. 

Mr. Barnes. That is too much. The first 30 miles is approxi- 
mately $60 or $70, but beyond that it is about one-third. These were 
extensions, and not added routes, in most cases. 

Mr. Lesinsk1. It depends on whose figures you use. On page 8, a 
3-cent letter in 1933 is worth 6 cents today. In 1931 the postage was 
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2 cents. You use the figure of 1931 of 2 cents. It depends on how 
these figures are used, 

Mr. Gituerre. The only purpose of the statement that a 3-cent 
letter in 1932 is worth 6 cents today is to show how the price level has 
increased and how in constant dollars this value would prevail. The 
proposal of a 5-cent rate is actually less than the inflation of the 
dollar. 

Mr. Lesinsxi. Take a Plymouth, Ford, or Chevrolet that in 1938 
cost you $740. What does it cost you today? 

The CHairMAN. You ought to know. You are in the automobile 
capital of the world. 

Mr. Lesinsk1. I appreciate that. Most of it is in my district, and 
I have the biggest concentration of labor of any district in the Nation. 
Airmail —it is true that airmail is supposed to be the most expeditious 
way of handling mail to distant points. On a Monday morning at 9 
o’clock—9:30 to be exact—I was sent 114 pieces of mail first class. 
Along with the mail I was sent an airmail special delivery registered 
letter. The 114 pieces came to my office Tuesday afternoon. Another 
group of 40 pieces of mail was sent to me on Tuesday. Those came 
to me Wednesday afternoon. We called the Post Office Department 
in Washington, to find the whereabouts of the airmail special delivery 
registered letter. They called up at a quarter after five on Wednesday 
afternoon—it was sent Monday morning—and said it had just 
arrived. Do you still want it? I said, “Look, forget it, because ] 
have taken care of the matter.” 

What happened in the meantime? Here regular first-class mail 
took only about 24 hours, and an airmail special delivery registered 
letter took about 344 days. 

The CHarrRMAN. ‘That is the exception to the general rule. 

Mr. Lesinsxi. Mr. Chairman, | have the same complaint from 
many people. Airmail is supposed to be airmail. 

Mr. Barnes. Congressman, I would like to say that there is a 
great deal of difference between airmail and air registered mail. 
Naturally, registration is for the protection of the mail and it does 
go slower. I don’t know where you mailed it or where it was from 
or to, and I am not saying there was not any delay. 

Mr. Lesinski. From Trenton, Mich. 

Mr. Barnes. The fact that it was registered mail would cause it 
to be slower than if it were not registered. 

Mr. Davis. Aren’t you supposed to get registered mail out on the 
same facility that the other mail goes on? Are they permitted to set 
it aside and handle it after the mail leaves? 

Mr. Barnes. They do not lay it aside, but there is a record made 
by hand by every person who handles it. 

Mr. Davis. I know, but the only record they make of that is to 
put it in the box and put it in the mail and let it come to Washington. 
Nobody makes a record between there and Washington. 

Mr. Barnes. Everybody who handles it. 

Mr. Davis. Who handles it? 

Mr. Barnes. The first person is the man in the window. He 
turns it to the mailing section, to the registry section, to a clerk 
who takes it to the train or the airport, and so on. There are many 
handlings that have to be signed for and accounted for. 
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Mr. Davis. | used to work in the post office and I know what you 
do with the registered mail. The only record that was made of it 
when I worked in the post office—that has been quite a while ago— 
efficiency should have increased instead of decreased in the meantime— 
the only record then was that you would make a record in the book 
which the sending office keeps. You would fix up the necessary 
cards to go along with it, to be signed and returned. You would 
put it in the mail pouch and then it would leave. You did not keep 
it there and do a lot of record work after the mail left. The idea 
was to get this done and get it in the mail and let it go. 

Mr. Barnes. That is still the concept. 

Mr. Davis. Something has happened. 

Mr. Barngs. The more you have to handle it, the more apt it is 
to be delayed. 

Mr. Lesinsxt. I have had the complaint that airmail takes longer 
than regular first-class mail and that is why the airmail is getting to 
be a so-called farce. I have talked to many people. They tell me 
the same thing. I use my own experience as a guble This is getting 
to be a very consistent thing—not completely so, I will say. It is 
happening more often where airmail comes late and regular mail comes 
early. 

That is all, Mr. Chairman. 

The CHAIRMAN. Let us get back on the postal rate question. 

Mr. Gross. Mr. Chairman, may I[ ask very quickly: Do we have 
anywhere in the record the increase in the estimated total revenue 
of first-class mail? 

Mr. Gituerre. | believe not, Mr. Gross, but it would be very easy 
to give you at this time, because we have estimated total revenue by 
classes of mail, and we have estimated additional revenue from the 
proposed rate increases. 

Mr. Gross. Could you give me now an estimate of the increase in 
first class? 

Mr. Gitterrer. Yes, indeed. It is $409 million. 

Mr. Gross. Increase, or total? 

Mr. Giuuerre. Increase. It is added to our estimate of $1,599 mil- 
lion for 1961 before the rate increase. 

Mr. Gross. One billion five? 

Mr. $1,599 million. 

Mr. Gross. This is first class, exclusively? 

Mr. Gittetre. Yes, sir, making a total of $2,008 million for first 
class for 1961. 

Mr. Gross. This leaves me somewhat in the dark. Perhaps that 
is not unusual for me. You quote the MeKinsey report as stating 
that the cost of first-class postage is not a significant element in the 
operating cost of most businesses. You say that the proposed rate 
pcs:s no serious problem to the private citizen, inasmuch as the total 
expenditure for postage by the average person is a minute fraction of 
his or her total disposable income. 

Who is going to pay for this? 

Mr. Gitterre. The McKinsey report develops those statements in 
very considerable detail, Mr. Gross. | propose to ask the chairman’s 
permission to incorporate a copy of the report by reference in these 
hearings. I can take the time of the committee now to go through the 
detail or refer you to the statements that McKinsey & Co. makes to 
explain and give answers to the questions which you asked. 
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Mr. Gross. I am lost somehow or another because the McKinsey 
statement seems to say that $2 billion does not mean anything to 
anybody. I can’t quite follow that line of reasoning. 

Mr. Griiterre. When you consider the gross national product for 
this year amounts to $510 billion, the $2 billion does appear more in 
perspective. The McKinsey report points out that for various types 
of industry, as I stated in my statement, the amount is only one-fifth 
of 1 percent of the total cost. They cite the oil industry, the banking 
industry, the public utility industry, and so forth, beginning on page 
2—4 of their report. 

Mr. Gross. I understand you can break any tax down into a small 
unit and it becomes more or less painless. I don’t feel too much tax 
on this one package of cigarettes or on a tankful of gasoline, but the 
cumulative effect is what I am talking about. I just don’t go along 
with the statement as it appeared in one of the Washington newspapers 
this morning: That this proposed increase in postage would amount to 
half a cent a day per family. Is that approximate? 

The CuarrMan. That could not be true of the ordinary family. 

Mr. Gross. That is the statement in the morning paper. Half a 
cent a day to the average family is all the first-class rate increase 
would cost. 

Mr. Giutetrre. That is what the Postmaster General did indicate 
yesterday, Mr. Chairman, in one of the charts. It is calculated sim- 
ply by taking the assumption that about 25 percent of the total first- 
class mail is for private use. Taking 25 percent of the total increase 
of $409 million we would have about $100 million. Then you divide 
that by the number of households in this country, which is about 55 
million, and then you divide that in turn by the days of the year, and 
you get about a half a cent per family, which is all that it does amount 
to. 

The CuHarrRMAN. That is just for personal correspondence. 

Mr. Giuuetre. Yes, as distinct from the business correspondence. 

Mr. Gross. Mr. Gillette, isn’t it true that as fast as they can do it, 
those business firms will pass on this tax, in the form of a first-class 
increase to the head of the family—to those who can’t pass it on? 

Mr. Giuerre. I think it is true that the increased cost of postage 
will be passed on to the subscribers or advertisers in the case of publi- 
cations, and in the case of first-class mail, the increased cost will be 
added to the cost of doing business. As pointed out by this study, 
that only amounts now to one-tenth of 1 percent to one-fifth of 1 
percent. 

Mr. Gross. That is what the McKinsey report says. 

Mr. Gitutetre. They made a very careful study, interviewing a 
number of individual companies, as well as studying the statistics. 
As I said, they covered a number of industries. They even covered 
governmental agencies. They pointed out a rather new approach to 
this whole matter. It is that we are talking about a cost to the people 
of this country that is relatively small in relation to the other costs 
they have of doing business or of living. 

Mr. Gross. I am talking about out-of-pocket costs. I think you 
will have to agree with me that all of these increases have been in 
the past and will be in the future be passed on to those who can’t pass 
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themon. The half a cent a day to the average family in this country, 
I think you will agree with me, is quite a little bit low. 

Mr. Gitterre. Mr. Gross, if the user of the mail does not pay this 
cost, then the taxpayer has to. Both the law and the equity of the 
situation would certainly indicate that the person who gets the service 
should pay for it. In fact, the user charge law of 1951, Public Law 
137, 82d Congress, clearly points to the will of the Congress that 
Government agencies should make whatever charges they find practi- 
cable to cover costs when they are rendering services to private 
citizens. 

Mr. Gross. My quarrel, if it can be called a quarrel, is simply with 
the statement that this is not going to cost anybody anything, which 
is the suggestion, apparently, of the McKinsey report. 

Mr. Gitterre. No, sir. Nobody has made such a statement on the 
part of the Department or the McKinsey study. What both have 
done has been to analyze the situation and to see what the proper 
perspective should be. 

Mr. Davis. Mr. Chairman. 

The CuHatrman. Mr. Davis. 

Mr. Davis. Mr. Gillette, just as a matter of information, I would 
like to know what the cost of the McKinsey report was. 

Mr. Gituetre. Mr. Davis, the maximum cost of the contract was 
$137,000, of which $125,000 has been paid to date, and the bill is not 
settled. It will be close to the $137,000 maximum figure. 

Mr. Davis. When was it instituted? It was furnished I believe 
in March of this year. When did it begin? 

Mr. Gitterre. The date of the contract was August 5, 1959. 

Mr. Davis. Do you know how many personnel worked in getting 
up the report? 

Mr. Gituterre. Not counting stenographic help, I would say that 
there were perhaps seven different individuals. We have of course 
the hourly statements and the rates for each, and we have a complete 
record of the man-hours spent by the firm. 

Mr. Davis. Without making it too long and lengthy, would you 
put a little summary in the record? 

Mr. Giuuerte. I will be very glad to do so. 

Mr. Ontver. Will the gentleman yield? 

Mr. Davis. I have yielded the floor. 

Mr. Oxtver. Would you mind putting in the record also what the 
rate per hour was that was paid to these people who did this work? 

Mr. Giutuerte. I will do that, Mr. Oliver. It is at the commercial 
rates that the firm charges. I will be happy to do that. 

Mr. Ouiver. Thank you. 

Mr. Giuuerre. I might say that this study was undertaken in an 
effort to comply with the provisions of section 103(c)(1) of the Postal 
Policy Act. That section requires, among other things, that in the 
determination and adjustment of the postal rate structure, due con- 
sideration should be given to ‘the effect of postal services and the 
impact of postal rates and fees on the users of the mail.’’ We felt 
that this was an objective way to get at that problem. 

Mr. Outver. The point I am interested in at the moment is what 
is the hourly rate that was paid to these people who did this fieldwork 
or legwork, or whatever it may be called. 

Mr. Yes, sir. 
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(The information referred to follows:) 


Payments by Post Office Department to McKinsey & Co. for the period Aug. 3, 1959 
to Feb. 27, 1960 (contract No. 900,130) 


Time 
Amount 
Days Hours 
Salaries: ! 
Directors at $400 a day_. : eee ’ 71 444 $28, 644 
Associates: 

at $175 a day_______- 111 6 19, 578 
Total___- | 561 2% | 897 
Travel expenses___ 7,218 
Stenographic, clerical, "statistical, and research expe nse 6, 210 

Stationery, re production, and miscellaneous supplies 
Total other 15, 000 

| 


' Billing rates by firms; includes overhead, etc. 

? Consultant. 

3 Contract dated Aug. 5, 1959, was for not in excess of $137,000. Final bill, not yet received, is expected to 
bring the total payment close to this figure. 


Mr. Lestnskr. Did the McKinsey people consult with the users of 
the mail? 

Mr. Gittette. Yes, sir, they did. 

Mr. Lesinskt. The reason I asked that question is that it seems to 
be pretty much of a rehash of what the Department has given us in 
the past. 

Mr. Gituette. No, sir. They consulted with a large number of 
users, and made what we considered to be a very comprehensive and 
objective study. We felt it was the first time that this type of thing 
had been done. 

Mr. Chairman, since we are discussing the McKinsey report, | 
would like to read an excerpt from their letter addressed to me on 
July 27, 1959, in reply to my request for the kind of work they had 
done for the Government in the past. They say: 

McKinsey & Co., Inc., has served all Federal departments other than Interior, 
Justice, and the Post Office, and many Federal agencies over a period of approxi- 
mately 20 years. * * * 

Mr. Gross. They did not tell you in that letter how much they have 
taken out of the Government for this consulting work they have 
done? 

Mr. Gituetre. No, they did not. 

Mr. Gross. I would like to find out. How much did this cost the 
Post Office Department? 

Mr. Giuuerte. I answered that question in answer to another 
gentleman. 

Mr. Gross. I did not hear it. 

Mr. GiLuette. It was a maximum of $137,000. 

Mr. Gross. A maximum of $137,000? 
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Mr. Gitterte. The contract was for not in excess of $137,000 and 
the bill is not completely settled. It will come very close to that 
figure, Mr. Gross. 

Mr. Gross. That is the question I wanted answered. I am going 
to continue to try to root as many of these consulting firms off the 
Federal payroll as I can. 

Mr. Irwin. Mr. Gillette, for the record I would like to read into 
the record a letter I got from a constituent who is an employee of 
Conde Nast Publications. He tells me that the third-class mail vol- 
ume has dropped sharply recently because we cannot absorb the 
tremendous increases already put through. In 1956 our third-class 
postage bill was $319,500. By 1958 it was down to $219,700, and in 
1959, the new increases cut it down to $197,500. 

I think this should be a part of the record so that we will know what 
happens when third-class postage is increased. It seems to me you 
are going on the premise that you will not get less users. Here is a 
case in point where the use is going down. As I gather it, this Me- 
Kinsey report is going to cost about $137,000. I wonder if you can 
tell me what the Post Office Department public relations budget is, 
including, if there are any such, contracts for public relations work. 

Mr. Giuuetre. [ cannot give you that figure offhand but I would 
be glad to try to get it for you and put it in the record. lam not able 
to make an intelligent guess as to what it is, sir. 

Mr. Irwin. Do you know, for example, how big the staff is from 
your personal experience? 

Mr. Giuuerre. I don’t know the number of people in that office. 

Mr. Irwin. Do you know if there are any contracts for public re- 
lations organizations? 

Mr. Gituerre. | don’t know for certain, no. 

Mr. Irwin. You have no idea about it at all? 

Mr. Giuterre. I do know that there have been from time to time 
some contracts, but I don’t know whether there have been any re- 
cently or not. 

Mr. Irwin. Or any in effect right now. 

Mr. Gituerre. That is correct. 

The Cuarrman. How much increase has there been in third-class 
mail since the rates were increased? The Postmaster General re- 
ferred to that yesterday morning. 

Mr. Gituertre. Yes. There has been a 7-percent increase in bulk 
third-class mail volume in the calendar year 1959. So I assume that 
the Congressman’s case would be an isolated case in the total. The 
Postmaster General showed a chart which showed the overall volume 
increased. 

Mr. Irwin. You say the overall volume is 7 percent up? 

Mr. Gituterre. The number of pieces of bulk mail in calendar year 
1959 was 7 percent greater than the preceding year, Mr. Congressman. 

Mr. Irwry. Thank you very much. 

Mr. Davis. Mr. Gillette, since the question of public relations has 
come up, | would like to ask a question about that. In about every 
mail that comes in, I noticed in the last year or so I see one or more 
mimeographed communications from the Post Office Department 
about different things. A lot of them I am glad to have the informa- 
tion on. Could you tell me how large a mailing list is maintained to 
send out these mimeographed communications from the Post Office 
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Department, about such things as new stamps being issued and the 
information about what the Post Office Department is doing in this 
direction and that direction and the other. 

Mr. Gituetre. Mr. Davis, those functions are carried on by the 
special assistant to the Postmaster General for public relations, Mr. 
Rohe Walter. The program is designed to keep mail patrons informed 
as to the postal service with the idea of rendering better service, and 
to keep interested Members of the Congress informed as to the trends 
in the postal service. 

Mr. Davis. As I said, some of the information I get I am glad to 
have and it is helpful. But the thing could be carried too far. I 
don’t say it has been or would be. But as a matter of information I 
would like to know how large the mailing list is and generally what the 
cost of it is. I have noticed in the last 8 or 10 vears that there has 
been an increase in this public relations area in many Government 
agencies. The thing is constantly growing, it seems to me. I just 
want this as a matter of information. 

Mr. Gituetre. We will be glad to try to get that for the record, 
Mr. Davis. 


(The information requested follows:) 


There are 25 employees on the rolls of the Office of Special Assistant to the 
Postmaster General for Public Relations. The total cost of operating this Office 
for 1960, including salaries, cost of printing, ete., will approximate $350,000, 
including one contract. The mailing list for public relation releases consists of 
400 general news contacts, including wire services, newspapers, etc. 

There are seven employees engaged in the Division of Philately. The cost of 
this unit will approximate $124,000 in 1960. The mailing list for philatelic 
releases approximates 1,000 philatelic editors and columnists. The philatelie 
program produces millions of dollars of revenue for the Department at a nominal 
cost. 

All members of the House Post Office and Civil Service Committee are sent 
copies of the major news and philatelic releases based on the past interest in the 
subject matter of the releases as evidenced by their offices. 

Mr. GiLtLetTE. We come now to second-class mail, the service 
which yields, overall, the lowest return among all the mail services. 

Mr Summerfield directed your attention to the fact that revenues 
in second-class mail cover only one-fourth of costs, and that the 
resulting deficit is in the order of $280 million annually. Postage 
received from second-class mail in 1959 just about covered payments 
for railroad and other transportation services. Only about $10 
million was left over to pay for mail handling service, carrier and 
rural delivery services, operation and care of buildings, and other 
expenses totaling over $300 million. While second-class matter 
accounted for about 24 percent of the weight of all mail handled in 1959 
and 12 percent of all pieces, revenues were less than 3 percent of total 
mail revenue. 

These are the key statistics. But let us leave these for the monent 
for a few additional facts and comparisons which may bring the second- 
class rate situation into sharper focus. 

Picture, if you will, the typical assortment of second-class mail 
consisting of magazines and newspapers. The average piece in this 
assortment will weigh just over 6 ounces, and in all probability will 
be hauled nearly 500 miles to its destination. 

It may come as a surprise to members of this committee that, on 
the basis of 1961 rates, the Department will receive as little as a single 
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dollar to transport and deliver more than 70 of these typical, heavy 
second-class pieces. 

When we speak of second-class rates, however, we refer to a com- 
posite of five very different rate categories. 

Take within-county mailings, for example, of which more than 
85 percent are handled free or at one-eight cent per piece, or at the 
nominal rate of 1 cent per pound—less than one-fifth cent for a 3-ounce 
copy. For the typical variety of within-county mailings, the Post 
Ofice Department will make more than 300 separate deliveries for 
$1—an average of three deliveries for a cent. These within-county 
mailings represented about 20 percent of all second-class pieces handled 
in 1959. Excluding free mailings, revenues from within-county 
matter covered only 11 percent of costs. 

The story is very much the same for mailings at nonprofit and 
classroom publication rates. 

Even after allowing for public service reimbursements, these 
special second-class rates unquestionably account for a substantial 
part of the second-class deficit. But the loss on regular zone-rate 
publications, after special rate losses are segregated, is still the largest 
part of the total loss. On a 1959 adjusted basis, giving full effect to 
the 1958 rate increases, the loss attributable to these regular zone- 
rate mailings is $177 million annually, or nearly two-thirds of the 
second-class loss. A chart on the rate components of the second- 
class deficit appears on page 39 of the Department’s “Survey of 
Postal Rates.”’ 

The principles of the Postal Policy Act of 1958 require that postal 
operations as a whole must be placed on a break-even basis, except 
for publie service losses. With a nearly $300 million revenue defi- 
ciency arising from the handling of newspapers and magazines, it is 
the conviction of the Post Office Department that this objective 
cannot be met equitably unless a larger share of costs is taken up 
by the second-class service. 

One way to produce additional second-class revenue would be to 
follow the course of previous rate reformations and raise pound rates 
on zone matter by predetermined percentages. To do so would 
probably achieve a more desirable cost coverage for the class as a 
whole, but it would also extend many of the present rate inequities. 
It is not enough to raise the amount of revenue from second-class 
mail. It is equally important that there be a fairer assessment of 
postal charges among the various types of publications which share 
this service. 

I would like to comment briefly on some of the major inequities 
and imbalances which must be dealt with in any further rate revisions. 

1. Current rates unduly favor smaller size pieces.—Mail costs, basic- 
ally, are a reflection of three conditions: The number of pieces of 
mail, their weight, and the length of haul to destination. In the five 
different rate categories for second-class mail, there is no instance 
where the rate base recognizes the proper significance of each of these 
factors in the cost picture. 

With the exception of ‘within county” per copy rates, which 
account for a relatively small part of all second-class postage, the 
basic charge for second-class mail is a “‘pound”’ charge. 

Despite the 1958 increases on zone-rate matter of 28 percent for 
reading content and 54 percent for advertising content, many pub- 
lications still move through the mails at nominal postage. 
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The inequity of present zone-rate charges arises from the fact that 
weight and length of haul are the major factors influencing compu- 
tation of postage, whereas the handling of pieces of mail is the prin- 
cipal cost determinant. Expenses per pound of mail rise very sharply 
as the number of pieces in each pound increases. Revenues, however, 
are only moderately responsive to increases in pieces since postage is 
computed by weight, except for the very lightest publications which 
are governed by minimum postage charges. Although these mini- 
mum charges avoid a greater imbalance in cost coverage, a dispro- 
portionate share of total expenses falls on the heavier weight 
publications. 

2. Within-county rates are obsolete.—The present distinction between 
“within county” and ‘outside the county” publications originated in 
conditions which existed over a hundred years ago. But despite 
extensive changes in these conditions, the privileges of more than a 
century are now defended as vested rights. Except for the addition, 
in 1951, of a one-eighth cent minimum charge on 1-cent-per-pound 
bulk mailings, there have been no revisions of within-county rates 
since 1885. 

Advances in communications and transportation, the spread of 
news and educational media, and the growth of the postal service 
since the mid-19th century have been so extensive as to make obsolete 
virtually all of the considerations which prompted within-county 
rates. 

I believe it is a matter of some significance that a large number of 
weekly newspaper publishers favor the abolition of the free-in-county 
rate. A few years ago a poll conducted by the National Editorial 
Association showed x all one third of the members of that associa- 
tion were opposed to retaining ‘free in county.’’ One State press 
association went so far as to petition Congress to abolish free-in- 
county mailing. To continue such free ilivey in a day of sky- 
rocketing postal costs represents unrealistic thinking, the association 
board stated. 

The 1-cent-per-pound within-county rate is much too low. As 
early as 1912, the Hughes Commission, in its study on second-class 
rates, recommended that 1-cent-per-pound rate be abolished. Surely, 
if the recommendation was sound then, it is infinitely more logical 
today after nearly 50 vears of rising costs. 

Furthermore, the within-county rate structure is a patchwork of 

inconsistencies and inequities. It is the most complex of all postal 
rates. 
3. Static rates for reduced-rate and classroom publications.—Despite 
substantially increased costs in providing postal service, postage 
charges for classroom matter and the publications of specified non- 
profit organizations have remained unchanged for many years. Ex- 
cept for the addition of a one-eighth cent minimum in 1951, rates for 
classroom publications are the same as they were in 1934, while those 
for the nonprofit organizations date back to 1925. 

For classroom publications delivered in 1959, revenues were 14 per- 
cent of costs; for publications of the authorized nonprofit organiza- 
tions they were only 8 percent. Although the continuation of reduced 
rates for these types of second-class matter appears justified, they 
should be required to make a larger direct contribution to postal 
revenues than at present. 
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4. Second class is favored compared to other classes.—For essentially 
comparables services and mail material, second-class rates are far 
below those in other classes. 

In terms of the increases enacted under Public Law 85-426, the 
anticipated cost coverage for zone-rate mailings of second-class matter 
is 30 percent. This is a composite of 21 percent cost coverage on 
reading matter and 39 percent on advertising content. 

In contrast to the 21-percent coverage on second-class reading 
matter, revenues on fourth-class books and other educational mate- 
rials vield 61 percent of costs, before reimbursement for public service 
losses. Similarly, while second-class advertising matter has an indi- 
cated coverage of only 39 percent, third-class bulk advertising matter 
yields about 78 percent of costs. 

In developing its recommendations for second-class mail, the Post 
Office Department stressed four objectives primarily. 

1. A higher cost coverage for the class as a whole. 

2. A rate base which gives greater emphasis to handling costs and, 
as a consequence, raises postage on lighter weight publications rela- 
tively more than on heavier weight publications. 

3. Termination of the now wholly obsolete and anachronistic “free 
in county” and 1-cent-per-pound mailings. 

4. Continuation of the policy of reduced rates for specified non- 
profit and classroom publications, but with the payment of higher 
postage than at present. 

Should the Department’s proposals be approved by the Congress, 
the effect would be to increase revenues on second-class mail by 
about $45 million, or roughly 40 percent. But, despite these gains, 
the revenue deficiency on second-class mail would still be in the 
order of $240 million, after reimbursement for public service losses. 


Impact study 

The impact studies undertaken by McKinsey & Co. concluded 
that- 
neither the dissemination of magazines and newspapers nor the financial position 
of these publications would be impaired by increases of postal rates on the scale 
proposed. 

In the case of magazines, McKinsey & Co. observed that even at 
the new rate, the cost of mail delivery will continue to be far below 
the cost of newsstand distribution. 

The conclusions of McKinsey & Co., with respect to magazines, 
were drawn from the fact that this industry has been successful in 
passing on substantial increases in the prices of major cost elements 
(paper and wages) to subscribers and advertisers without depressing 
circulation or seriously affecting the volume of advertising linage. 
If large increases in these cost elements have been successfully shifted 
in the past, increases in postage—a less important element of cost— 
can likewise be passed on to subscribers and advertisers without 
difficulty. 

In response to the financial requirements that these cost increases 
have imposed, magazine publishers have raised the prices of their 
magazines, tripling them in some cases. The average price of a 
magazine has increased 44 percent since 1947. 

The substantial increases in subscription prices of magazines have 
not kept magazine circulation from increasing substantially. Circu- 
lation per capita has risen 24 percent since 1947. 
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McKinsey & Co. reported, further, that the large metropolitan 
papers now send no more than 2 to 3 percent of their copies through 
the mail. The typical small town weekly, on the other hand, makes 
considerable use of the mail as a distribution method, but spends 
little on postage. For a typical weekly paper with a circulation of 
1,000 copies, payment of the proposed rates would involve increased 
distribution expenses of less than 0.7 cent per copy. 

Publishers of these weekly papers, in their interviews with represent- 
atives of McKinsey & Co., generally expressed little concern that an 
increase in the scale proposed would cause them any particular 
difficulty. The reason is that they have had to adjust to large in- 
creases in their chief costs—paper and wages. Hence, they felt that 
the minor increase in subscription rates that would ge necessary to 
cover increases in postage could be passed on to the subscribers. 

Mr. Gross. Mr. Chairman. 

The Mr. Gross. 

Mr. Gross. Mr. Gillette, did McKinsey & Co. tell you anything 
that the Post Office Department did not already know or had not 
previously stated to this committee? 

Mr. Giuuerre. I think a great deal, Mr. Gross. 

Mr. Gross. What, for instance? 

Mr. Gituette. The relationship of postage costs to other business 
costs, as described in the report. The trend of costs and volume in 
different types of business, and, most importantly, the probable effects 
of our current proposals. 

Mr. Gross. Mr. Gillette, I dislike disagreeing with you, but in 
your references to McKinsey & Co., I just don’t find in casually going 
through this anything that we have not previously heard before this 
committee or the Department has not previously brought to the 
attention of this committee in the matter of postal rates. You may be 
right, but I have not heard it yet. 

Mr. Giutetre. Mr. Gross, | recognize that we have not been able 
to incorporate all of the McKinsey report in my statement, and that 
the committee has had little opportunity to study the McKinsey 
report. 

Mr. Gross. Let me ask you this question. How many man hours 
of support did you give to the McKinsey & Co.? Do you have any 
idea? 

Mr. Giuuerre. | don’t have any idea, but we consulted with them 
whenever they asked us through the personnel of our Division of 
Postal Rates. 

Mr. Gross. They had no hesistancy in calling upon you who have 
all of this experience in the matter of handling mail and rates and so 
on and so forth. They got a lot of help from you, didn’t they? 

Mr. Gituette. We invited them to do that in order to save the 
Government as much money as possible. 

Mr. Lesinski. What ‘s the total number of pieces of second class? 
Was that 7,099 million? 

Mr. Giuuertre. I will give you that figure in just a minute. We 
have it here. Your figure was correct. 

Mr. Lestnskt. What is the income for second-class mail? 

Mr. Giuuerrte. It is projected on a 1959 level, giving effect to all 
the 1958 rate increases, at $97 million. Approximately $100 million. 

Mr. Lesinski. Using your figure yesterday for first class of 4.7, 
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I eliminated the 0.7 because of other features, even using the figure of 
4 cents to handle the pieces amounts to $454 million. So the import- 
ant thing is you are $324 million short roughly in handling of second- 
class mail. You use a figure of $280 million. 

Mr. Gitterre. Yes. That is derived from the figures on table 
C-7 on page 116 of the Survey of Postal Rates. 

Mr. Lesinsk1. Therefore, this half cent that the gentleman from 
Iowa says that the families will be paying for first-class mail will be 
covering the $324 million for second class. 

Mr. Giutuetre. There is no question, Mr. Congressman, that if 
the law requires that total revenues substantially equal total expendi- 
tures, and if there are discounts permitted by the Congress in second 
class, for example, then first-class premiums, reflecting value of service, 
would offset the discount. 

Mr. Lesinskt. Isn’t it true that the Congress historically has given 
second class a so-called preferential rate for the dissemination of 
information? 

Mr. Giuuetre. Yes, indeed, that is true. 

Mr. Lesinsk1. Therefore, if that statement is correct, why doesn’t 
Congress appropriate directly the funds that it believes the Post 
Office Department should be subsidized by? 

Mr. Gituette. I believe because it is possible to make up that 
discount below cost which does not represent public service to non- 
profit institutions and other public welfare services. The first-class 
mail premium is a proper charge for the preferential services that 
first-class mail gets, as recognized in the Postal Policy Act and as 
recognized in most of the other countries of the world. 

The Cuarrman. Mr. Gillette, we will suspend with the presentation 
of your statement until tomorrow morning at 10 o’clock. We have 
some additional witnesses here who must be heard this morning, 
and it is now 25 minutes to 12. We must hear them. I would ask 
you gentlemen to please be back tomorrow morning at 10 o’clock. 
We will now hear from Mr. Carl F. Oechsle, Assistant Secretary of 
Commerce for Domestic Affairs, accompanied by Mr. Burt Roper, 
General Counsel, and Mr. Hayeraft, Business and Defense Services 
Administration, Department of Commerce. 


STATEMENT OF HON. CARL F. OECHSLE, ASSISTANT SECRETARY 
OF COMMERCE FOR DOMESTIC AFFAIRS, ACCOMPANIED BY 
BURT W. ROPER, GENERAL COUNSEL, AND GLEN HAYCRAFT, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, DEPART- 
MENT OF COMMERCE. 


Mr. Orecuste. Thank you, Mr. Chairman. I have a prepared 
statement. 

The CHAIRMAN. You may proceed in your own fashion. 

Mr. Orcuste. Mr. Chairman and members of the committee, I am 
happy to have the opportunity to discuss the recent survey of economic 
effects of third-class bulk mail rate increase which was prepared by 
the Department of Commerce under the Postal Rate Increase Act, 
1958 (title II, Public Law 85-426). 

Under this law the Secretary of Commerce was requested to conduct 
a study of the effect of the increases in postage rates of third-class 
bulk mail matter and to submit a report to the Congress. I under- 
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stand that copies of our report of March 30, 1960, have already been 
made available to members of this committee by the chairman. For 
your convenience I have arranged to have additional copies placed at 
your desks. 1 should appreciate it if the report could be included in 
the printed record of these hearings. 

The Cuarrman. How lengthy is the report? 

Mr. Orcuste. It is a bit lengthy. 

The Cuarrman. I suggest we make that an exhibit to your 
testimony. That will encumber the record. 

Mr. Roper. We are completely denuded of copies, Mr. Chairman, 
We ran 300 and we furnished the bulk of that supply to this committee, 
and to the Senate Post Office Committee. The additional supply 
we have just furnished to the members completely strips us of any 
copies other than our own personal copies. ; 

he CuairMan. How many pages in the report? 

Mr. Roper. There are approximately 90 pages of text, and I would 
say about 50 pages of exhibits and appendixes. The text pages are 
double spaced, Mr. Chairman. It will not be nearly as lengthy in 
the printed volume. 

The CHarrMan. About 140 pages. 

Mr. Roprr. Yes. 

The CuHarrMAN. Go ahead, sir. 

Mr. Orcuste. Our report deals primarily with the effect of the 
rate increase “on the users of the mails and the national economy 
generally.”’ It assesses the impact on the users and the general 
economy and also discusses the importance of third-class bulk mail 
as a medium of advertising. In addition, it supplies information 
about the development, growth and use of this type of mail. 

Bulk third-class mail consists of separately addressed identical 
pieces of matter, each weighing under 16 ounces, mailed at one time 
in quantities of not less than 20 pounds, or of not less than 200 pieces, 
such as circulars and other printed matter, merchandise, books, 
catalogs, seeds, etc. The importance of this class of mail is pointed 
up by the fact that there were 267,000 postal permits for this category 
of mail in 1959. 

Preparatory work on this report began immediately after the law 
was enacted on May 27, 1958. Test questionnaires were prepared, 
mailed and the results tabulated to determine what questions were 
answerable and what information was available for subsequent col- 
lection in the actual survey. As stipulated by the law, however, no 
collection of data was started until after July 1, 1959, when the new 
rates had been in effect for 6 months. Because of this schedule, the 
two periods analyzed in the report are the first 6 months of 1958 and 
the first 6 months of 1959. 

No attempt was made to assess the probable impact of the second 
bulk third-class rate increase scheduled to become effective July 1, 
1960. It was felt that such an assessment, lacking a factual basis, 
would necessarily be speculative. 

Facilities of the Bureau of the Census were used in obtaining and 
tabulating the statistical information contained in this report. 
Throughout the report, comparisons between 1958 and 1959 have 
been made where appropriate and meaningful. 

The survey developed additional information beyond that discussed 
in this report. Analysis of these data, however, shows that they do 
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not in any way conflict with the findings. Many of these data, not 
heretofore available, relate to operations of users of bulk third-class 
mail. The Department of Commerce proposes to make further 
study of these data to develop their maximum usefulness and to 
publish the results of such study. 

The report to the Congress of March 30 was accompanied by a 
transmittal letter from the Secretary of Commerce which contains 
a finding and a recommendation. With the committee’s permission 
I should like to quote briefly from the Secretary’s letter as follows: 


Our report deals primarily with the effect on the users of the mails and the 
national economy generally of the rate increase in bulk third-class mail which 
became effective January 1, 1959. Careful analysis and study by the Department 
of the two base periods employed in the survey—the first half of 1958 and the first 
half of 1959—establish certain obvious facts. These are that the rate increase 
had no appreciable effect on the economy as a whole and no significant impact 
on the users of third-class bulk mail generally. 

It is my recommendation that the second step increase in bulk third-class mail 
rates, beginning July 1, 1960, as provided in Public Law 85-426, should become 
effective at that time. While this will not eliminate the very substantial postal 
deficit attributable to third-class mail, it will result in a reduction of the amount 
of the subsidy to its beneficiaries which is borne by the general public. Of sig- 
nificance is the fact that direct mail is the second largest advertising medium in 
the Nation. 

I am in complete accord with the sound congressional policy stated in Publie 
Law 85-426 that postal rates and fees shall be adjusted from time to time to 
produce the amount of revenue approximately equal to the total cost of operat- 
ing the postal establishment, less the amount attributable to the performance of 
certain designated public services. 


I would be pleased to try to answer any questions you may have. 

The CuarrMan. Are there any questions? There has been an in- 
crease in the third-class mail during the past year, has there not, 
according to the record furnished you? 

Mr. Orecusue. Yes, January 1, 1959. 

The CHarRMAN. I say there has been an increase since the first in- 
crease on third-class mail became effective. An increase in the volume 
of it? 

Mr. Orcusue. The volume went up slightly, yes. 

The CuHatrMAN. You do not think these rates will have any serious 
effect on the third-class mail users? 

Mr. Orcus.e. No, we do not. Our survey showed that possibly 
95 percent would show little if any effect. Possibly 5 percent might 
be affected, but not to any great extent. 

The CHarrMAN. Are there any questions? If not, is there any- 
thing further you wished to add? 

Mr. Orcuste. No, sir. 

The CuatrMAN. Thank you very much, sir. 

Mr. Orcuste. Thank you, sir. 

The CuarrMan. It is now nearly time for the House to convene, 
-— the hearing will be continued until tomorrow morning at 10 
o’clock. 

Mr. Broyuity. Mr. Chairman, could I ask Mr. Gillette one ques- 
tion before you adjourn the hearing? 

The CuarrMan. Very well. 

Mr. Broyui.u. Mr. Gillette, I have received several communica- 
tions, letters, and telephone calls, and wires, concerning the mailing 
that was sent out under the label ‘““‘Washington Young Friends.’ 
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You may have heard about it, and may have had protests at the Post 
Office Department. It is a religious organization made up primarily 
of Quakers who are sending letters to high school students throughout 
the Washington metropolitan area, encouraging them to avoid the 
draft. The majority of the protests I have had are how an organi- 
zation such as this, that may unwittingly be undermining our defense 
structure or attempting to undermine our defense structure, can, under 
the guise of a nonprofit organization, be permitted to send its informa- 
tion through the mails at what they call a subsidized rate. Would 
you care to make a comment on that, because I think these people 
that are protesting this are entitled to an answer. 

Mr. Giuttetre. Mr. Broyhill, I have not seen the literature that 
you describe, and I do not know whether the matter has come up in 
the operating branch of the Post Office Department or not, but I 
would be glad, if you could give me a copy of the matter to which you 
refer, to look into it for you. 

Mr. Broyuiu. I would like to present this to you. It was given 
to me by a schoolteacher. This is one of the many that I received, 
On the envelope itself she writes this little note: 

Does this sound as though there could be any subversion here? I would like 
to hear your reaction. I object strenuously to such a piece of mail being sent to 
my 14-year-old son. I don’t know where they received his name and address. 
To me this could influence or poison the minds of many young people. 

I would like to give you this, Mr. Gillette, and your people review 
it and give me an answer as to why this type of organization should be 
able to use the mails at a reduced rate. I imagine this is third-class 
mail here at half price. 

Mr. Giuuerte. I believe it would be third-class mail; yes. 

Mr. Broyutu. There might also be a point there as to whether or 
not if nonprofit organizations are given special exemption there should 
be postal inspection to determine whether something adverse to our 
existence is going through the mails subsidized by the taxpayers. 

Mr. Gittetre. Yes. There are periodic checks all the time and 
samplings. I just don’t know the status of this material without 
having it studied for you. 

Mr. Broyuitt. I would like to present that to you and I would like 
to have an official answer on the part of the Post Office Department. 

Mr. Gituerte. I would be very glad, if | may, to give you a letter 
on the subject, if that would be satisfactory. 

Mr. BroyuiLy. Yes; thank you very much. 

The CuarrMANn. We will ask you to return tomorrow at 10 o’clock 
to complete your testimony, Mr Gillette. 

Mr. Gittetre. Thank you very much. 

The CuairmMan. The committee will now stand in recess until 10 
o’clock tomorrow morning. 

(Thereupon at 11:50 a.m., the committee recessed, to reconvene 
Thursday, May 12, 1960, at 10 a.m.) 
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THURSDAY, MAY 12, 1960 


Housr OF REPRESENTATIVES, 
ComMITTEE ON Post Orricre AND CIviL SERVICE, 
Washington, D.C. 


The committee met at 10:15 a.m., pursuant to recess, in room 215, 
House Office Building, Hon. Tom Murray (chairman of the committee) 
residing. 


The Cuamman. The committee will be in order. 

The hearing will be resumed on the various postal rate bills now 
pending before the committee. The representatives of the Post Office 
Department have not vet completed their statement on this subject. 
We will be glad to hear further from officials of the Post Office Depart- 
ment. You may proceed, Mr. Gillette. 


STATEMENT OF HON. HYDE GILLETTE, ASSISTANT POSTMASTER 
GENERAL, BUREAU OF FINANCE, ACCOMPANIED BY LINDSLEY 
H. NOBLE, DEPUTY ASSISTANT POSTMASTER GENERAL AND 
CONTROLLER, BUREAU OF FINANCE; ARTHUR EDEN, DIRECTOR, 
POSTAL RATES DIVISION, BUREAU OF FINANCE; HON. JOHN M. 
McKIBBIN, DEPUTY POSTMASTER GENERAL; HON. BERT B. 
BARNES, ASSISTANT POSTMASTER GENERAL, BUREAU OF 
OPERATIONS; HON. GEORGE M. MOORE, ASSISTANT POST- 
MASTER GENERAL, BUREAU OF TRANSPORTATION; HON. 
HERBERT B. WARBURTON, GENERAL COUNSEL; NYLE M. JACK- 
SON, EXECUTIVE ASSISTANT TO THE POSTMASTER GENERAL; 
LOUIS J. DOYLE, ASSOCIATE GENERAL COUNSEL; BEN WOS- 
TEIN, CHIEF, LEGISLATIVE RATE SECTION, POSTAL RATES 
DIVISION, BUREAU OF FINANCE; EDWIN A. RILEY, DIRECTOR, 
POSTAL SERVICES DIVISION, BUREAU OF OPERATIONS, POST 
OFFICE DEPARTMENT —Resumed 


Mr. Gittetre. Thank you, Mr. Chairman, I would like to continue 
with my statement. 


REACTIONS TO SECOND-CLASS PROPOSALS 


Now, let me digress to comment on two of the reactions we have 
received since these rate proposals were first announced. 

First, there is the objection that the Department’s allocated cost 
figures are invalid. Many publishers contend that the Post Office 
Department was set up ostensibly to handle first-class mail and, as a 
consequence, incremental, or out-of-pocket costs are the only true 
measure of costs for second-class mail. 
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In reply to this | would prefer to rest the Departments case on the 
judgment of the numerous independent authorities who have reviewed 
and rejected that contention. 

To cite a few, it was rejected by the Penrose-Overstreet Commission 
in 1907, by the Hughes Commission in 1912, and by the Comptroller 
General in 1954. Before the postal Policy Act of 1958 was enacted 
into law, the remaining vestiges of the incremental cost theory were 
eradicated by the Congress after discussion in connection with rate 
legislation. 

The second objection has come primarily from the publishers of 
rural newspapers who are the principal beneficiaries of within-county 
rates. These publishers protect what they describe as a 500- to 600- 
percent increase in rates. 

It is probably true that enactment of the recent rate proposals 
will mean substantial percentage increases in postage for some second- 
class mailings. 

This results from the fact that these mailings are now largely free 
or only 1 cent per pound. Even the modest 4-cent-per-piece charge 
proposed for local rural mailings would result in a large percentage 
increase compared to present rates. 

In the case of some of the mailings, which are now free, the assess- 
ment of a }4-cent charge would produce an infinite percentage increase. 

Some of the members of this committee may recognize a similarity 
between these objections and those raised 2 and 3 years ago when 
the minimum rate on regular zone mailings was raised from one- 
eight of a cent to one-half cent. 

That increase, too, met with vigorous objections on the grounds 
that it represented a 300-percent increase. 

But the fact remains that the ultimate charge was only one-half 
cent per piece, and the Congress accepted this increase as reasonable 
and logical. 

Under the present within-county rate structure, the average postage 
paid on rural newspapers is only about one-fifth of a cent per piece. 

If the Department’s proposal is accepted, this average postage 
payment will increase to about 1 cent each. 

For the typical rural weekly, this will amount to an increase of 
about 40 cents per year per copy—an amount which, McKinsey & 
Co. reports, can easily be passed on to subscribers and advertisers 
much more readily than the substantially greater increases which 
these publishers have absorbed for paper and wages. 

The cost of mail distribution for newspapers will remain below the 
cost of newsboy delivery or newsstand sale, even with the increase 
proposed. Newsboys ordinarily receive 2 to 3 cents per copy and 
news dealers retain a similar margin. 

In advancing our proposals to discontinue the present within- 
county rate structure, we were prompted entirely by financial and 
economic considerations and by what we considered to be an uncon- 
scionable burden on the taxpayer. 


CONTROLLED CIRCULATION 


As to controlled circulation, these consist largely of trade publica- 
tions circulated free, or mainly free, to groups of specialized readers. 
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Public Law 85-426 established the present rate of 12 cents a pound 
regardless of the weight of the individual copies, with no change in 
the minimum postage of 1 cent per piece. 

The cost coverage for the controlled circulation category was 69 
percent in 1959. 

The actual revenue deficiency was $3 million dollars and a rise to 
$3.1 million on an adjusted 1959 basis is anticipated. 

In fiscal year 1959, there was a decrease in volume in this category 
of 18.9 million pieces. 

The principal reason for this decline was the diversion of many of 
these publications to the lower third-class bulk rates for books and 
catalogs at 10 cents per pound. Both rate and weight classification 
changes enacted under Public Law 85—426 furnished some incentive 
for these diversions. 

Effective on August 1, 1958, a uniform rate of 12 cents per pound 
was established. 

The third-class rate for books and catalogs remained at 10 cents, 
however, and the weight limit for these types of printed matter was 
raised up to, but not including, 16 ounces. 

As a result of the more favorable rate opportunity, mailers of 
controlled circulation matter were encouraged to shift over to third 
class, reducing their postage 2 cents per pound. 

The Department recommends that the rate on controlled circulation 
publications be increased to 14 cents per pound and the minimum 
charge increased to 3 cents per piece. 

The proposed rates are the same as those recommended for third- 
class bulk mailings of books and catalogs. 

Before starting on third-class mail, Mr. Chairman, | should like 
respectfully to request your permission to include in the record at 
this point a table entitled, “Impact of Proposed Rates on Selected 
Publications.’’ Each of the members of the committee, I believe, has 
this table in front of him, and it was designed bv our Division of 
Postal Rates to take some of the mystery out of the effect of postal 
rates on individual publications. It shows a selected list of maga- 
zines, newspapers, nonprofit publications, and classroom publications. 
It brings out the fact that these percent increases are not immoderate 
in their effect, and that they are a very small percent of the total 
subscription prices. It shows a comparison for the most part with 
February issues of these magazines which in some cases are smaller 
issues than the typical issue, and being smeller and carrying less 
postage, the increase in postage assumes a larger percentage of this 
February issue than might possibly be the case on the average issue. 
So the percentage increase would appear on that basis to be over- 
stated rather than understated. 

The CHAIRMAN. Your request will be granted, and the document 
will appear as an exhibit at this point in the record. 

Mr. Giuuerre. Thank you, sir. 

(The table referred to follows:) 
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THIRD-CLASS MAIL 


Mr. Giuuerre. In regard to third-class mail, in fiscal 1959, nearly 
17 billion pieces of third- class mail were delivered—a more than four- 
fold merease in volume since 1928, when third-class service was 
extended to include bulk mailing rates and conditions. 

Third-class mail represents 28 percent of all mail pieces handled 
in 1959, and contributed 13 percent of the total mail revenue. 

Revenues from third-class mail totaled $391 million in 1959—about 
$287 million less than allocated costs. However, anticipating the full 
effect of authorized increases in both postage and costs, this deficiency 
would be reduced to $189 million, based on 1959 volume levels. 

The rate structure for third-class mail provides for two major cate- 
gories—a single-piece rate and a bulk-pound rate. The single-piece 
rate is 3 cents for the first 2 ounces and 114 cents for each additional 
ounce. 

The rate on bulk mailings of printed matter, circulars, and mer- 
chandise is 16 cents a pound, with a minimum charge of 2 cents per 
piece (214 cents beginning on July 1, 1960). The bulk rate on books, 
catalogs, seeds, cuttings, bulbs, roots, scions, and plants is 10 cents 
per pound. Minimum per piece charges are the same for both. 

Mailings by authorized nonprofit agencies are charged the seme rates 
as for other third-class matter, except that minimum per-piece charges, 
when applicable, are reduced by 50 percent. 

Third class is a heterogeneous mail category. Although advertising 
circulars predominate, a large quantity of small parcels, books, and 
catalogs have a significant effect on average unit costs and revenues for 
the class as a whole. Cost in major categories range from about 3.3 
cents for the average piece of “Ordinary” bulk mail moving at the min- 
imum rate, to more than 29 cents for the average single piece in the 8 
to 16 ounce category. 

About 80 percent of third-class mail is presorted and tied prior to 
arrival at post offices. This results in a considerable saving in man- 
hours and the expense allocation to the class is correspondingly lower. 
From a cost standpoint, these premailing preparations are significant. 
To illustrate how the savings are reflected in cost ascertainment records, 
let us look at the Department's costs for two essentially similar pieces 
of mail. The average unit cost for individually mailed letter-size 
pieces of third-class mail is 4.07 cents. But ‘ordinary’ bulk pieces 
mailed at the minimum rate—primarily circulars—show a unit cost of 
3.37 cents. The differential of 0.7 cent is primarily the result of 
mailers’ advance preparations, which are fully credited in the Depart- 
ment’s cost records. Similarly, when the Department speaks of rates 
based on cost for this class, presorting and other advance preparations 
result in correspondingly lower postage charges. 

As a basis for proposed revisions in rates, the Department’s anal- 
ysis included a review of cost coverage in each of the several rate 
categories within third class. In this review, “adjusted” 1959 data 
were estimated in order to reflect the full effect of authorized cost 
and revenue increases and reimbursements for public services. The 
estimated coverages are as follows: For third class as a whole, 73 per- 
cent; for single-piece mail, 76 percent; for ordinary bulk mail, pri- 
marily circulars, 73 percent; and for preferred-rate bulk mail, mainly 
books, catalogs, and plants, 47 percent. 
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Public Law 85-426 raised the weight limit for third-class mail from 
8 ounces to, but not including, 16 ounces. As a result, merchandise 
and printed matter in this weight bracket, formerly subject to fourth- 
class zone rates, are now permitted to move at substantially lower 
third-class rates. These mailings, first, may be mailed at the single- 
piece rate, which amounts to 14 cents per ounce. Second, as few 
as 21 identical pieces may be mailed at bulk rates of 10 cents or 16 
cents per pound. In contrast to these reduced rates, 8 to 16 ounce 
mailings would be required to meet approximately full cost had they 
remained in fourth class. 

Proposed pound rate increases would adjust, in part, the low return 
now received from the heavier third-class mailings—and from books, 
catalogs, and plants in particular. But one further condition which 
warrants the attention of Congress is the present requirement relat- 
ing to the minimum quantity of mail eligible to receive bulk rates. 
Currently mailers must present a minimum of 20 pounds or 200 pieces 
in order to qualify for the lower bulk rates. Although 20 pounds 
may have been an acceptable restriction when 8 ounces was the limit 
for the class, there is some need for revision on the basis of the cur- 
rent 16-ounce ceiling. The presorting of as few as 21 pieces hardly 
seems to be a fair basis for extending a “bulk’”’ rate. 

The Post Office Department’s rate proposals submitted to the 
Congress in March had these aims: 

1. An increase in overall cost coverage from the 73 percent level 
which gives effect to the 1958 and 1959 cost and revenue changes. 
Rates for this class of mail should ultimately be adjusted still further 
so that all costs are fully covered. 

2. A narrowing and eventual elimination of the present gap between 
pound-rate charges for “preferred”? bulk mail and “ordinary” bulk 
mail. Content should not be the basis for classification within third 
class. Preferential rates for single-piece mailings of books, catalogs, 
and plants was eliminated in 1958. However, this step toward 
uniform treatment of third class was not extended to bulk mail. 

3. An increase in the minimum qualifying weight for bulk rates. 

4. An increase in the minimum rate for odd-size pieces in order 
to retain the existing rate premium in relation to single-piece mailings. 

On the basis of estimated volume for fiscal 1961, it is anticipated 
that the Department’s rate proposals would produce approximately 
$85 million of additional revenue in that fiscal year. This assumes 
effective dates of July 1, 1960, for the increase in the single-piece and 
odd-size rates, and January 1, 1961, for the bulk rates. 

Impact studies 


The key issues dealt with in the McKinsey & Co. analysis of the 
proposed third-class increases were: 

1. To what extent are third-class postal rates a major factor in the 
success or failure of direct-mail businesses. 

2. To what extent will the proposed rate changes alter unfavorably 
the competitive situation of direct mail in relation to other advertising 
media? 

Based on analyses of the operations of a sample of direct mail 
advertisers, McKinsey & Co. concluded that — 
the cost of postage alone is seldom, if ever, the factor that governs an advertiser’s 
decision to use direct mail. We believe that few, if any, advertisers have entered 
the field merely because postal rates were low, and we seriously doubt that any 
will leave it solely because of a moderate increase in rates. 
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Mr. Lesinski. At that point, I disagree with that completely, 
because the information I have received is that the mailings have 
dropped considerably in third class. 

The CHarRMAN. Over what period of time? 

Mr. Lesrnskr. The information I received was for 1958 and 1959. 
They have dropped about 30 percent. 

Mr. Giuterre. Our figures show that bulk mailings of third class, 
which is what we are talking about here, went up 7 percent in calendar 
year 1959, according to our cost ascertainment studies. 

Mr. Lestnsk1r. I have also been informed that a lot of the third- 
class mail was formerly first class. 

Mr. Gituetre. I would not say a lot of it was. There are some 
postcards that switched from first class to third class and a small 
portion of that 7-percent increase is attributable to that fact. We 
calculate, and McKinsey & Co. calculate, that it might have been 
about 2 percent. 

Mr. Lesrnsk1. It is hard to estimate because, as the impact of the 
first-class increase affected industry, they did try to save. As your 
volume increases, it is pretty hard to estimate that figure. It could 
be 2 or 5 percent. 

Mr. Gittetre. We have made several studies, Mr. Lesinski, 
knowing that was a very proper point to investigate, and we have 
some pretty good evidence that the diversion from first class to third 
class was in the order of magnitude of about 2 percentage points of 
the increase in third class. Also, the chart that Mr. Summerfield 
showed on the first day of testimony indicated the constant increase 
in third-class mail, and we have stated since 1946, third-class mail 
has increased from 6 billion pieces to 17 billion pieces in 1959. It is 
a very strong and important industry as far as the Post Office Depart- 
ment is concerned. As Mr. Summerfield stated in his press release, 
commenting upon the Department of Commerce report, it is a very 
important one in our national economy. If you will refer further to 
the McKinsey & Co. report on this subject, I think you would find 
some fairly convincing information on the subject of the extent to 
which direct mail has been affected in volume. They conclude that 
it is very, very small. 

Mr. Lesinski. I am not disagreeing with the fact that the public 
is a little prone to reject third-class mail. Remember, it is a $20 
billion business, employing 5 million people, and that is very important 
to the economy of our Nation. We should not do anything to wipe 
it out. 

Mr. Gituetre. agree. 

The CuarrmMan. As I understand the volume did increase during 
the past vear. 

Mr. Gittette. That is right. This was further confirmed by the 
study of the Department of Commerce requested by the Congress. 

Mr. Lesinskt. The information I received is that the volume de- 
creased in my area. On the overall volume, I don’t know about that. 

Mr. Gittetrre. We have to deal with the overall volume. | 
would not be a realist if I did not admit that there may be some 
exceptions, and evidently vou have in mind some exceptions. 

Mr. Lesinski. Is third class due for another increase on the first 
of the vear? 
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Mr. Gituerre. Under the present law of 1958 it will get an increase 
of half a cent in minimum bulk rates on July 1 of this year. It will 
go to 2}4 cents as the minimum rate. This is for bulk mail. We are 
proposing another half-cent increase to 3 cents, which really is very 
moderate. Actually we are proposing only a 25-percent increase of 
overall revenue in the third-class category. 

Mr. Lestnskr. We have a disadvantage in the Detroit area. We 
circulate circulars for a cent and a quarter apiece. 

Mr. Gituerre. This is probably the nonprofit rate which is at 50 
percent of the recular rate. 

Mr. Lesinskt. I am speaking of hiring people for the distribution 
from house to house. 

Mr. Giuterre. Excuse me, | misunderstood you. I know the 
Government has no desire to compete with private industry and, if it 
was a cheaper method, we would certainly expect the mail patrons to 
use it. 

Mr. Lestnskt. It seems to me that the large volume of mail you are 
talking about, vou have the problem of sorting which they don’t have 
to worry about. Thank you, Mr. Chairman. 

Mr. Gruuerre. | will continue my statement. Underlying this 
conclusion are the following findings and observations drawn from the 
yey & Co. report: 

The decision by an advertiser to use direct mail is not based on 
voted cost per thousand mailings, much less on postage cost alone. — It 
rests, instead, on other considerations ; namely, its ability to reach a 
specific market. 

Direct-mail advertising is used only when it is possible to 
accurately and narrowly define the potential market for a product or 
service and, through the medium of mail service, to reach that market 
with precision. When these conditions are met, and when the pro- 
motional literature is well designed, sales results can be obtained that 
make direct mail a low-cost advertising in terms of cost per sale. 
The direct-mail advertiser deals with two chief variables—the 
accuracy of his mailing list, and the power of his mail pieces. These 
two factors govern the results he obtains, as measured by the rate of 
response or the percentage of replies to the total mailing. Postage 
costs are, of course, a factor in fixing the cost per sale of a mailing, 
but they are not the critical factor. A very small change in the 
response rate—which is controlled by the accuracy of the list and the 
effectiveness of the mail piece—produc es changes in sales results that 
are very much larger than the increase in postage that would result 
from the new rates. 

4. In the economics of direct-mail operation, the proposed rate 
increase is not a critical economic factor, nor is it of a magnitude 
sufficient to control an advertiser’s decision to use the medium. In 
selecting direct mail as a medium, the advertiser is deciding to use 
an inherently high cost medium (of which postage accounts for perhaps 
one-third of total costs) and acts on the assumption that he can 
obtain a favorable cost per sale ratio by skillful work on the list to 
which he mails and on the material that he sends. If he is successful, 
it is not because postal rates are low, but because he accurately 
reaches his potential market with a strong selling mail piece. In any 
case, the postal rate—so long as it is in any reasonable proximity to 
present rates—is not the make-or-break factor in this business. 
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As a corollary to its impact analysis in connection with the current 
rate proposal, McKinsey & Co. explored the effect which past rate 
changes have had on direct mail. The conclusion reached was 
stated as follows: 

Postal-rate changes in the past have had no apparent effect on the competitive 
position of direct mail as an advertising medium. Furthermore, the level of 
postal rates at which the competitive position of direct mail would be affected 
in relation to other media appears to be some point well above current rates. 

In arriving at this conclusion, McKinsey & Co. made detailed 
analyses of the behavior of volume and costs of advertising in five 
major media—direct mail, newspapers, business papers, radio, and 
general consumer magazines. ‘These media accounted for about 65 
percent of an estimated $10.3 billion of advertising revenues in 1958. 

McKinsey & Co. observed, further, that— 
our discussions with advertisers confirm (1) that the decision to use direct mail 
is based on the conviction that it is the most suitable medium to do a given job, 
and (2) that since postage costs are but a moderate portion of the total cost of 
direct mail operations, rate changes within any reasonable range would not 
control or materially influence the decision to employ direct mail. 

The CuarrmMan. How much is that percentage of mail cost com- 
pared to the total cost? 

Mr. Gitterre. About one third, Mr. Chairman. 

Mr. Gross. One third of the cost? 

Mr. Guerre. It would vary a great deal, depending upon the 
particular media, and the McKinsey & Co. statement which | quoted 
on a previous page, which used the one third-figure, is just an average 
order of magnitude cost. It would depend upon the individual 
piece, Mr. Chairman. 

Mr. Gross. One-third of what cost? If l may ask, Mr. Chairman, 
I am not clear on this point. 

Mr. Gittetre. The postage cost is one-third of the total cost of a 
direct mail piece including printing and material. 

Mr. Davis. Does that two-thirds include saiaries and rent? 

Mr. Gittetre. No, sir. The other two-thirds would include the 
cost of the mailing list to the private user and the cost of the mailing 
piece itself. 

Mr. Davis. I mean does the other two-thirds of the cost cover the 
expenses that the direct mailer who contracts with the factory has 
with respect to salary and rent and other expenses of doing business? 

Mr. Gituerrr. Yes, it would, on the basis of this hypothetical 
average of one third-two thirds. The one third is just the cost of the 
postage. 

Mr. Lesinskr. Mr. Gillette, in 1954 the Post Office Department 
worked up some figures that second-class mail should pay 50 percent 
of its way and third class 75 percent of its way, and the rest of it 
should be borne by other first-class mail. Regardless of whether I 
agree or disagree with that statement, to what extent would second- 
class rates be increased, if this bill goes through? 

Mr. Gititerre. What coverage would result? 

Mr. Lesrnskt. Yes. 

Mr. Gituterre. Just as a rough guess because we cannot project 
cost ascertainment data with complete assurance, approximately 40 
percent of second-class costs would be covered if these rate proposals 
were accepted. 
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Mr. Lesinskr. And third class? 

Mr. Gittetre. Third class would be from 80 to 85 percent, 
approximately. 

Mr. Lestnski. Hasn’t it been true historically that third-class 
paid as high as 98 percent, and as low as 50-some percent with the av- 
erage around 77 percent? 

Mr. Gituette. Third class went as low in coverage as 47 percent, 
I believe, before Congress took action in 1958, and its action brought 
it up to 73 percent. The cost ascertainment figures, as you know, 
sir, go back only to 1926, and at that time third-class mail showed 
about a 97 percent coverage. It has ranged at various times at 
various levels, but I think that your figure of 77 percent is the average 
for the period. However, our recommendation for an increase in the 
rate at this time is based upon the arguments that we have already 
extended and that it seems only fair and reasonable to the American 
taxpayer under present-day conditions that advertising for private 
profit should pay its own way 

Mr. Lesinskr. By raising the minimum for the small circular, | 
think is the principal factor in your loss on third class, and the mailing 
of letters in third class. 

Mr. Giuterre. We don’t find any overall evidence of a decline in 
third-class mail. I can’t make that point too strongly. 

Mr. Lesinski. I am sorry, you misunderstood me. 

Mr. Gruuerre. I am sorry. 

Mr. Lesinsk1. The loss is primarily in the per piece in the bulk 
mailings. 

Mr. Gruterre. Yes, sir. I understood your earlier statement. 

Mr. Lesinski. You started off with one-eighth of a cent, if I re- 
call correctly. That is far too low. 

Mr. Gruterre. The loss is primarily in bulk mailings partly be- 
cause the volume in third class is primarily bulk. I might read you, 
in answer to vour question, the cost coverages of the various compo- 
nents of third class mail from page 85 of our Survey of Postal Rates. It 
shows an overall of 73 percent to which we referred. It shows a cost 
coverage of single piece mail of 76 percent. It shows ordinary bulk 
circulars, et cetera, 73 percent, and preferred bulk—that is, books, 
catalogs and so forth—of 47 percent. 

Mr. Lesinskt. I am sorry, I misstated myself. I am talking about 
these single sheet mailings that go out that are dumped on the De- 
partment at a per pound rate. Where the minimum was one-eighth 
of a cent, it was raised to a half cent. 

Mr. Even. The one-eighth cent rate applies to second class rather 
than third class. 

Mr. Lestnsk1. I am sorry. I was wrong there. That is what I 
was driving at. The biggest loss in that item. Some pay as high as 
5 cents or more for mailing and others pay 1'4 or 2 cents. 

Mr. Gituerre. For second class, we show a loss of about $52 
million on the within-county rates, a loss of about $49 million on the 
nonprofit rates, and a loss of about $177 million on the zone rate 
mailings which is mostly magazines, or a total of about $280 million 
that we discussed yesterday. 

Mr. Lestnskr. Thank you. 
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Commerce Department study 

Mr. Giutetrre. Continuing with my statement. Under the Postal 
Rate Increase Act, 1958 (Title II, Publie Law 85-426) the Secretary 
of Commerce was directed to conduct a study of the effect of the 
increases in postage rates of third class bulk mail matter and to sub- 
mit a report to Congress. That report was transmitted on March 30, 
1960. 

The general conclusion reached by the Department of Commerce 
was stated by Secretary Frederick H. Mueller in his letter of trans- 
mittal as follows: 

* * * Careful analysis and study by the Department of the two base periods 
employed in the survey—the first half of 1958 and the first half of 1959—establish 
certain obvious facts. These are that the rate increase had no appreciable effect 
on the economy as a whole and no significant impact on the users of third class 
bulk mail generally. 

On the basis of this conclusion, Secretary Mueller recommended 
that: 

* * * the second step increase in bulk third-class mail rates, beginning July 1, 
1960, as provided in Public Law 85-426 should, become effective at that time. 
While this will not eliminate the very substantial postal deficit attributable to 
third-class mail, it will result in a reduction of the amount of the subsidy to its 
beneficiaries which is borne by the general public. Of significance is the fact 
that direct mail is the second largest advertising medium in the Nation. 

Mr. Gross. Mr. Gillette, do you know whether any part of the 
material prepared for this report by the Department of Commerce 
was withheld? 

Mr. Gituerre. No, sir, I do not know that any was withheld, 

Mr. Gross. I regret I did not have that report yesterday when the 
representative from the Department of Commerce was before the 
committee. [simply wanted to ask if you had any knowledge if any 
material that was prepared for this report was withheld. 

Mr. Gituerre. [I have no knowledge that any was withheld and I 
would be very surprised if it were. 

Mr. Gross. Thank you. 

Small Business Administration study 

Mr. Gitterre. Public Law 85-426 also directed the Administrator 
of the Small Business Administration to report to Congress on the 
effects of third-class bulk mail postage increases enacted in 1958. The 
analysis by the Small Business Administration was based primarily 
on a questionnaire survey conducted by the Bureau of the Census. 
Supplementing this analysis, the Small Business Administration ar- 
ranged to conduct a series of interviews with a sample of small busi- 
nessmen who are users of the third-class bulk mail service. 

Both analytical approaches employed by the Small Business Ad- 
ministration led to the same general conclusion: The increase in third- 
class bulk mail rates had no significant adverse effect on the com- 
petitive position or the economic status of small business. 


Direct-mail trends 

In recent weeks, considerable publicity has been given to data in- 
dicating that estimated expenditures for direct-mail advertising in the 
calendar year 1959 declined below the level estimated for 1958. 
Specifically, direct-mail advertising expenditures in 1959 have been 
estimated by the Direct Mail Advertising Association at $1,765 mil- 
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lion, or 2.9 percent less than the estimate for 1958. The same estimate 
indicates that for the vear 1959, direct mail accounted for 15.6 per- 
cent of total advertising expenditures, which is a significant Me ih 
from the 17.3 percent share of total advertising expenditures attrib- 
uted to direct mail in 1958. 

If the expenditure estimate underlying these statistics is accurate, 
it would then seem to suggest that the direct-mail industry was ad- 
versely affected by the third-class postal rate increase in January of 
1959. However, analysis of these and related statistics reveal two 
sets of facts that raise questions about the accuracy of the direct- 
mail expenditures estimate for 1959. These facts are: 

1. The estimated decline in direct-mail expenditures is inconsistent 
with the actual increase, in 1959, in the total number of pieces of third- 
class mail—which is, of course, the principal distribution medium for 
this type of advertising. The number of pieces of bulk mail in 1959 
was nearly 7 percent greater than in the preceding year. 

2. The estimated decline in direct-mail expenditures also appears 
inconsistent with the undeniable increase in the cost of printing and 
processing direct-mail items. 

If total direct-mail expenditures for 1959 were in fact smaller than 
such expenditures for 1958, the decline would have to be explained 
in terms of a decline in (1) the number of pieces mailed, (2) the average 
cost per piece mailed, or (3) some combination of these two variables. 

Since almost all bulk-rate mail consists of direct-mail advertising, 
it is difficult to see how the number of pieces of direct mail could have 
declined while the volume of bulk-rate third class as a whole increased 
substantially. 

There is every indication that between 1958 and 1959 the continuing 
increase in direct-mail operating costs contributed to a rise in the aver- 
age unit cost of direct-mail pieces. 

It is difficult to see on what facts the alleged decline can be based. 
Whatever the basis, the estimate seems contrary to the logic of the 
economic situation. 


Reactions to third-class proposals 


Now, to take some of the recurring arguments raised by the direct- 
mail industry. First, the predictions of economic disaster which 
accompany each request for a rate increase. I believe the studies by 
Commerce and the Small Business Administration and the study by 
McKinsey & Co. should dispel any fears that the moderate increases 
proposed will cause any hardship for that industry. 

Second, direct-mail users have charged repeatedly that the Depart- 
ment’s records are askew since cost allocations for first class and third 
class are virtually the same per piece. It was their contention that 
bulk mailers were not receiving appropriate credit for the extensive 
premailing preparations which they made. I sincerely hope that 
spurious argument has been laid to rest finally and irretrievably. 
The facts developed by the Department, and presented here today, 
show that these preparations do result in substantial savings. When 
costs per piece for similar single and bulk pieces are compared, the cost 
of the latter is considerably lower. And these savings are reflected in 
our proposals as well as in costs. 

On this subject, I would like to insert at this point a brief statement 
concerning the premailing preparations for third-class bulk mail, 
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containing the usual assertions and the Post Office Department reply 
on this subject, which I think might be of use to the committee. 
The CHAIRMAN. That will be inserted in the record. 
(The information referred to follows:) 


SAVINGS ON PREMAILING PREPARATIONS FOR TuHiRD-CLAss BuLK MAIL 
THE ASSERTION 


The cost ascertainment report does not reflect the numerous advance prepara- 
tions made by third-class mailers. How could a third-class piece cost 3.99 cents 
to handle when a first-class piece costs 4.04 cents? 


POST OFFICE REPLY 


1. The typical third-class piece weighs twice as much as the typical first-class 
piece (1.09 ounces versus 0.46 ounce). This, in part, accounts for a cost as 
high as 3.99 cents for third class. 

2. Third class consists of numerous types of matter of diverse weights, handling 
characteristics, and costs. Costs per piece range from 3.37 cents for lightweight 
bulk circulars to more than 29 cents for 8- to 16-ounce parcels. The average for 
third class as a whole is the composite of many dissimilar types of mail. 

3. Not all of third class is bulk mailed. About 20 percent consists of single 
pieces, and this tends to raise the average cost for the class. 

4. Taking essentially similar pieces of mail—the first-class letter and the third- 
class circular—it is apparent that third class is credited with a considerable 
amount for premailing preparations. The average cost of handling a first-class 
piece is 4.09 cents. The cost of handling circular-type bulk mail is 3.37 cents. 
The difference of 0.72 cents reflects mainly the savings on premailing preparations 
which are credited to third class. 

Mr. Gutterre. Third, the direct-mail industry persists in the con- 
tention that third-class bulk mail is a “fill in” mail instituted by the 
Congress to effect greater economies in postal operations. For that 
reason, it is argued, third class should be charged only with out-of- 
pocket costs. 

In reply to this, I would offer the same objection which independent 
authorities have raised against the use of an out-of-pocket approach 
in second class. Moreover, I should like to point out that third class 
ranks in second place with 28 percent of all mail volume—hardly a 
fill-in mail. The objectives of greater economy in the postal service 
surely are defeated when the third-class mail service operates with 
losses in the range of $200 million to $300 million annually. 


FOURTH-CLASS BOOKS AND EDUCATIONAL MATERIALS 


Moving on, now, the Department’s proposals contained provisions 
for postage rate increases on mailings of books and other educational 
materials. 

In fiscal 1959, nearly 93 million parcels of books and other educa- 
tional materials were mailed as fourth-class matter. Compared to 
1958, this represented a volume gain of 9.2 percent. 

Postage receipts totaled nearly $27 million—some $18 million less 
than total costs. 

Under Public Law 85-426, revenue deficiences incurred by the Post 
Office Department in the mailing of books and other educational 
materials are reimbursable from the general funds of the Treasury. 
It is estimated that these reimbursements will total $16 million in 
fiscal 1960 and again in 1961, exclusive of library parcels. 


ch 
ch 

by 

by 

rt- 

rd 

at 

ve §f 

at 

y. 

y; 

en 

st 

in 

nt 

i, 


2 POSTAL RATE REVISION 


From the standpoint of post office net finances, full cost coverage 
is achieved through congressional appropriations for public services, 
Although the cost of rate concessions extended to educational materials 
as a public service are not charged to the postal patron, there is still 
a question whether it is fair and reasonable to ask the taxpayer to pay 
the bill for steadily rising deficits. 
The Post Office Department has recommended a moderate increase 
in rates to compensate for recent cost increases. The Depariment’s 
cost per pound increased from 9.7 cents in 1958 to 10.8 cents in 1959, 
A further increase to 10.9 cents is anticipated when known costs are fully 
effective. In effect, the proposal calls for a 1 cent per pound in- 
crease —from the present rate of 9 cents for the first pound and 5 cents 
for each additional pound, to 10 cents and 6 cents, respectively. 
Library materials 
Over 11 million parcels of library books and related educational 
materials were handled by the Department in fiscal 1959. This repre- 
sented an increase in volume of 34 percent over 1958. 
Postage revenues for this class were approximately $1 million 
about $3.4 million less than total costs. 
The average weight of parcels in this classification is over 5 pounds. 
Postage revenue averaged 1.8 cents per pound in 1959, compared with 
costs of 7.4 cents. The average revenue deficiency per parcel was 30 
cents. From fiscal 1949 to 1959, cost coverage for this category has 
declined from 40 percent to 24 percent. During this period volume 
has increased from 1.1 million parcels to over 11.2 million. 
In view of the increase in volume, and since this special low rate 
has been extended to many additional materials which previously 
were handled at higher rates, the Department has recommended a 
moderate increase in rates to offset the additional costs. The proposed 
rate —5 cents for 1 pound and 3 cents for each additional pound —is 
recommended on the basis of a 50-percent reduction of the rate re- 
quested for other educational materials. This 50-percent relationship 
is consistent with the proposal for second-class nonprofit matter and 
also the provision established by Congress relating to the minimum 
piece rate for nonprofit third-class bulk mailings. 

Mr. Lesinskr. Mr. Gillette, | believe the objective of third class by 
Congress was for that purpose, as a fill-in mail. 
Mr. Gitietre. Mr. Lesinski, I have a further statement that I 
would like to submit at this point for the record. It is very brief, and 
I would like to read it to you. It is on this subject. 
The assertion is often made that postal rate policies do not give 
consideration to the fact that third-class bulk mail was established as 
a slack hour filler for the postal service. Our reply is this: First, 
when Congress first approved bulk rates in 1928, third class accounted 
for less than 15 percent of all mail pieces. It now accounts for 28 
percent, and therefore can hardly be considered as a fill-in. Secondly, 
the objective of greater economy in the postal service is surely defeated 
when this fill-in mail accounts for annual deficits in the range of $200 
to $300 million. Third, and the last point, even at the provosed 
3-cent rate, third-class bulk mail will receive a substantial rate con- 
cession. For 3 cents bulk mailers will be able to mail a piece weighing 
more than 2}5 ounces since the proposed rate is 18 cents per pound 
with a 3-cent minimum. A similar piece at the first-class rate would 
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be charged 15 cents at the 5-cent-per-ounce rate now proposed by the 
Department. 

Mr. Lesinskr. The point I was driving at is the fact that the intent 
of Congress, when it originally passed the Third-Class Mail Act, was 
for it to be a fill-in mail. 

Mr. Gituerre. I might add on that point, Mr. Congressman, even 
if it were to be called a filler, whatever costs are incurred are allocated 
as fairly as we can allocate them. So they are reflected to the extent 
of covering costs, whether it is a filler or not. 

Mr. Lesinskt. Thank you. 

Mr. Giuterre. Mr. Chairman, there is one other assertion which 
frequently comes up—that nonprofit rates pull down the revenue in 
third class and I felt it would be of convenience to the committee to 
have the Post Office reply on this subject. 1 will read it briefly, and 
then ask your permission to put it in the record. 

The CHarrMAN. Very well. 

Mr. GitLterre. Commercial users do not pay any of the nonprofit 
subsidy in third class. The difference between the nonprofit rate and 
the commercial rate is fully reimbursed from Treasury funds under 
the public services reimbursement. The $189 million adjusted 1959 
deficit in third class gives full effect to public service reimbursements. 
So no part of that amount is due to rate concessions on nonprofit 
mailings. When the rates on commercial mailings are increased, no 
part of the new revenues will be used to offset revenue deficiencies on 
nonprofit mailings. Revenues from the latter would automatically 
be increased when the rate differential between the two types widens. 
This increase would reflect the policy on public services adopted by 
the Congress for fiscal 1960. 

Mr. Lesinsxi. At that point, Mr. Gillette, how does the Post 
Office Department compute its loss on your nonprofit mail? 

Mr. Gitterre. Do you mean, sir, for purposes of public service 
reimbursement? 

Mr. Lesinsk1. Yes, sir. 

Mr. Gitterre. The Department does not actually determine it; 
the Congress does. Last year the Congress decided that it should 
be the extent of revenues foregone, or stated another way, the revenue 
concession or the difference in revenue between the regular rate and 
the lower nonprofit rate. Again the Congress reaffirmed this method 
of calculation in fiseal 1961. 

Mr. Lestnskt. How much was paid to the Department for that 
purpose ? 

Mr. Gruterrs. In 1960, out of a total of $37.4 million, $13,262,000 
was the calculated rate concession to third-class exempt mailings of 
nonprofit organizations. 

Mr. Lesinsxi. What percentage is that of the mailing? 

Mr. Even. Of the 17 billion pieces of third class mailed in 1959, 
about 1.7 billion were the mailings of nonprofit organizations at third- 
class bulk rates. 

The CHuarrMan. About 10 percent. 

Mr. That is correct. 

Mr. Lestnski. What is the income for third class? 

Mr. Giuuerre. Total income for third class giving effect to the 
1958 rate increases will be about $500 million. 

Mr. Luesinskr. Present income. 
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Mr. Gituerte. Present income, not giving effect to the rate jn. 
creases, is about $400 million. 

Mr. Lesrnsxki. Ten percent of it would be $40 million. They pay 
about half of their way. 

Mr. Even. Including the public service reimbursement the return 
from nonprofit mailings is 73 percent for circular type mail, and about 
51 percent for the preferred bulk mail, books and catalogs. 

Mr. Lesinski. That would be roughly about 62 percent that they 
are paying. 

Mr. Epen. It is closer to the 73 percent, because the larger volume 
is in the circular-type mail rather than in the other type. That 
includes the public service reimbursement. 

The CHarrmMan. How much is that, the public service reimburse- 
ment? What would it be without the public service reimbursement? 

Mr. Epen. Roughly half of the revenue on the minimum per piece 
mailings of nonprofit organizations is public service reimbursement. 
In other words, they pay a penny and a quarter and we get a penny 
and a quarter reimbursement through public services. 

Mr. Lesinskt. In other words, the Government is paying out-of- 
pocket half of the cost of that mail? 

Mr. Epen. On the mailings at the minimum per piece rate. 

Mr. Lestnskt. Then there should be $20 million and not $13.2 
million. That is the figure I am trying to understand. 

Mr. Epren. We can check that. I think the difference results from 
using statistics from different years. The cost I just cited is the 1959 
adjusted figure, whereas the totai we mentioned a moment ago was 
actual for 1959. 

Mr. Lesinskr. $13 million. 

Mr. Even. The $13 million was the amount approved for fiscal 
1960. 

Mr. Lestnskr. According to the figures I get it should have been 
closer to $20 million. 

Mr. Epen. I believe you got that by taking the total revenues for 
1959 and assuming that a proportionate part of that revenue would 
come from the nonprofit mailing, because they represented 10 percent 
of the total volume. 

Mr. Lesinski. That is right. 

Mr. Even. I am not sure that assumption is entirely correct. 

Mr. Lesinski. The $40 million is what I am driving at. 

Mr. Griutertre. The $13 million figure is based upon the actual cost 
ascertainment values in this area, and was set forth in the Appropria- 
tions Committee hearings. It was on the basis of these estimates that 
the decision was made. These are figures, I can assure you, Mr. 
Congressman, that we make up every year. They are consistent 
with the prior year. They simply represent a segregation of the 
various categories for the purpose of ascertaining these public service 
reimbursements. 

Mr. Lesinsk1. I was just checking your figures. 

Mr. Gitterte. I am very happy to have you do that, sir. 

In closing, Mr. Chairman, I would like to request permission to in- 
corporate in this testimony for reference the committee print of the 
survey of postal rates. 

The CHarrMAN. The request will be granted. 
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Mr. GittetTe. That report was produced by the Department 
pursuant to section 105 of the Postal Policy Act of 1958, Public Law 
85-426. 

The CHAIRMAN. What is the date of the survey? 

Mr. Gruterte. It is dated April 15, 1960. 

Similarly, I should like to ask permission to incorporate by refer- 
ence the committee print entitled “‘The Impact of Postal Rate In- 
creases.”” The committee print is dated May 11, 1960, which is the 
McKinsey & Co. study. 

The CHAIRMAN. Very well, sir. 

What does the McKinsey report say about the impact? 

Mr. Gruuterrr. The McKinsey «& Co. report is the one that we have 
quoted at some length in my statement. I will be happy to read the 
letter of transmittal which will give you a summary at this time. 

The Very well. 

Mr. Giruuerts. This letter of transmittal from McKinsey & Co. to 
the Postmaster General dated March 10, reads as follows: 


This is a report on our study of the probable impact—on mail patrons and on 
the Department—of the increased rates for first-, second-, and third-class services 
that the Department plans to propose to the current session of Congress. 


Nature of our assignment and approach employed 

The major part of this study was aimed at identifying the effect that the pro- 
posed postal rates would have on patrons of the mails. In approaching this 
question we (1) made extensive statistical analyses of relevant published data, 
and (2) examined the operations of a number of mail patrons of every size and 
description. The latter examination included interviews with mail patrons as 
well as reviews of confidential financial data. 

The facts derived from these investigations provide, in our opinion, a new 
perspective in which rate problems may be considered. That is, they make 
possible an evaluation of the whole question of postal rates and their significance 
in the light of the economics of a large number of enterprises that depend for their 
existence on postal services. We believe that this illumination of the problem 
gives an insight that previous studies and investigations have not provided. 

In addition to assessing the impact of postal-rate increases on mai) patrons, we 
also examined one major aspect of the effect that rate increases would have on the 
operations of the Department—namely, the impact on mail volume. Our con- 
clusions here are based both on statistical analysis and on a knowledge of the 
reaction of patrons to rate increases gathered from our work with them. 


Conclusions 


Our examinations lead us to conclude that the proposed increases will have no 
substantial adverse effect on either mail patrons or the Department. We find 
that mail patrons can adjust to the new level of rates with little difficulty, and 
that the new rates will not significantly depress the volume of mail. 

These conslusions and the data on which they are based are stated in the body 
of the report that follows this letter. 


Organization of this report 

Our report consists of three chapters, which cover the subject in the following 
manner. Chapter 1 defines the objectives of the inquiry in terms of the key 
issues that were considered. 

Chapter 2 presents our conclusions and supporting data on the ability of mail 
patrons to adapt to the proposed rate changes. 

Chapter 3 presents our conclusions and supporting data on the effect of pro- 
posed increases on mail volume. Conclusions presented in this report and the 
types of data from which they are drawn have been discussed with key members 
of the Department so they are fully familiar with the methods we employed in 
making the study. 

In addition—within the limits of our agreement with mail patrons to keep 
confidential information that they gave us—we have discussed with the Depart- 
ment’s staff members all of the specific facts with which we worked. It should 
be noted that the success of this study and much of its value grows out of the co- 
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operative assistance given us by the business firms, publishers, and governmental] 
agencies which we interviewed in our field work. With the agreement of the De. 
partment, we were able to assure these mail patrons that their confidence would 
be respected and that their willingness to make available fundamental financial 
information on their operations would be matched by our confidential treatment 
of it. 


We have greatly appreciated the opportunity of serving the Department on a 
matter of such significance. 
Respectfully submitted. 
(Signed) McKrnsey & Co., Ino, 


The CuarrmMan. Are there any further questions now? 

Mr. Gross. Mr. Chairman. 

The CHarrMan. Mr. Gross. 

Mr. Gross. Mr. Gillette, does that conclude your testimony? 

Mr. Giuuerre. That is right, Mr. Gross. I would just like to ask 
the chairman’s permission to incorporate in the record by reference 
also the committee print of the Survey of Economic Effects of Third- 
Class Bulk Mail Rate Increases, by the Department of Commerce. 

The Cuarrman. That will be granted. 

Mr. Giuuterre. And also the survey by the Small Business Ad- 
ministration. 

The CuarrMan. Very well. That will also be approved. 

Mr. Gituette. In view of the questions that Congressman Corbett 
raised yesterday about the method of calculating public service reim- 
bursements, I request permission to put into the record a letter ad- 
dressed to Mr. Charles O. Porter of this committee, dated February 26, 
1960, giving a comprehensive answer to similar questions which he 
raised in a letter to the Postmaster General dated February 7. 

The CuatrMan. The letter is from the Postmaster General? 

Mr. Gitterre. The letter is from me to Congressman Porter, and 
I think clarifies a number of points which constantly come up, and 
refers to some of the previous committee reports by this committee on 
the subject. 

The CuarrMANn. That permission will be granted. 

Mr. Gititetre. Thank you very much. 

(The letter referred to follows:) 

Hon. CuHarves O. PorTER 
House of Representatives, 
Washington, D.C. 

DrAR CONGRESSMAN PortrerR: The Postmaster General has requested me to 
answer your letter of February 17, 1960. This letter raises questions in connec- 
tion with the public services provisions in the 1961 budget document, with the 
inference that the Department is seeking to evade the intent of Congress in this 
matter. I can assure you that the contrary is the case. 

The Postal Policy Act of 1958 requiring the annual appropriation by the Con- 
gress of sums to cover the loss on public services was approved May 27, 1958, 
after the Department’s appropriation for fiscal year 1959 had been passed. Never- 
theless, the Department prepared estimates of these losses for 1959, interpreting 
the requirements of the Postal Policy Act as best it could, and submitted a request 
for a supplemental appropriation of $171,259,000 to the Congress in the second 
supplemental appropriation bill for 1959. The House Appropriations Committee 
denied the request since it could see no urgency which would require that an 
appropriation be made in a supplemental bill (H. R. 238, Mar. 20, 1959). 

In the meantime, the Department had incorporated a similar request in the 
President’s budget for 1960. This request, amounting to $172 million, was 
initially denied in full by the House in acting on the appropriation bill. A part 
of my testimony on this subject before the House Appropriations subcommittee 
follows (1960 hearings, p. 53 ff.): 


“The following statement is designed simply to give the committee some back- 
ground on this rather complicated matter, and I hope it will be helpful. 
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“Historically, whenever postal rate increases were considered by the Congress, 
opponents of such increases came before the committees of both Houses with the 
claim that rate increases would not be necessary if the Government would meet 
the cost of those postal-rate subsidies granted by the Congress in the public 
interest and not burden the mail patron with the cost of such subsidies. Recog- 
nizing the need to separate the cost of services performed for the public welfare 
from that incurred in providing mail service for individuals and business enter- 
prises, the President, in a special message to the Congress on January 11, 1955, 
stated ‘Certain services which are performed by the Post Office, such as those 
for the blind, are a part of general welfare services. The cost of such services 
should not be borne by users of the mails. Expenditures for them, and for sery- 
ices performed for the Government, should be identified and met by direct ap- 
propriation.’ 

“Tdentical bills (H.R. 5206 and 8. 1033) were introduced during the Ist session 
of the 85th Congress by the chairmen of the House and Senate Post Office and Civil 
Service Committees to provide reimbursement to the Post Office Department from 
the general funds of the Treasury for the postal-rate subsidies extended to certain 
subclasses of mail carried either free of charge or at reduced rates ot postage and 
the excess cost of transporting international mail by foreign-flag air carriers. 

“Testifving before the House Post Office Committee on March 7, 1957, in support 
of H.R. 5206, Mr. Maurice H. Stans, who was then serving as Deputy Postmaster 
General, advised the committee that enactment of legislation to provide reimburse- 
ment to the Department from the Treasury of revenues forgone through rate 
concessions deemed by the Congress to be beneficial to the American public gener- 
ally was ‘* * * one of the few remaining actions needed to place the Department 
on a sound basis of accounting for the aggregate revenues and expenses of the postal 
service.’ Mr. Stans indicated that the rate subsidies for which the Department 
would seek reimbursement under the act amounted to about $26.4 million based on 
fiscal 1956 experience, the latest figures available at that time. 

“The House bill was reported on March 20, 1957. The report of the House 
Post Office and Civil Service Committee stated: ‘Through the years various laws 
which provided either free or reduced rates of postage to certain categories of mail 
users Were enacted by the Congress. The loss of revenue or price concessions 
resulting from these services increase the postal deficit. Because the services 
performed under these laws are for the general welfare, and advance the programs 
of the Government generally, it is not believed practicable to charge any particular 
Government agency for them. But neither should such services or subsidies be 
left in postal operations and thus increase the Department’s deficit * * *,’ 

“The report of the House committee traced the development of the principle 
of not requiring postal patrons to pay the cost of rate concessions granted in the 
interest of the Nation at large by citing the so-called Kelly law of 1930 which re- 
quired the Postmaster General to report, but only to report, to the Congress 
annually the revenues forgone owing to services performed free or at reduced rates 
of postage. The House committee also indicated that the Kelly Act was inade- 
quate and obsolete in its coverage and that new legislation had become necessary. 

“On March 21, 1957, the Postmaster General appeared before the Senate 
Committee on Post Office and Civil Service to reiterate the position of the Depart- 
ment in regard to public service costs and to refute the allegation of the Senate 
committee’s Citizens Advisory Council that no true deficit existed (in fiscal 1955) 
if all of the public service costs of the Post Office—estimated by the Advisory 
Council to amount to more than $392 million in fiscal 1955—were considered. 

“Referring to the Citizens Advisory Council’s report as inaccurate, the Post- 
master General estimated that the combined costs of postal rate subsides and 
services performed for other Government agencies amounted to about $29 million 
in fiscal 1956. That figure is comparable to the earlier figure. 

“On February 24, 1958, the Senate committee reported a combined postal 
rate increase and postal policy bill. The bill reported by the Senate Post Office 
and Civil Service Committee, like that of the House committee, contained a list 
of public services for which reimbursement was authorized but it differed from 
the House version in two important respects. To the list of rate concessions 
contained in the House bill, the Senate committee added other items of public 
service and a different concept of the measure of the amount of subsidy. More- 
over, the bill reported by the Senate committee authorized reimbursement to the 
revenues of the Post Office Department for each fiscal year of an amount deemed 
to be attributable to public services equal to 15 percent of the total estimated 
expenditures of the Post Office Department thereby arbitrarily fixing a pre- 
determined amount each year. Had this provision been enacted, the amount 
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of public welfare expenditures for which the Department would be seeking an 
appropriation at this time would be approximately $585 million for 1960. When 
the bill reported by the Senate committee was debated on the Senate floor, the 
chairman of the Senate Appropriations Committee, Mr. Hayden, introduced an 
amendment authorizing appropriations to the revenues of the Post Office Depart- 
ment for public welfare services of an amount ‘equal to the total estimated 
expenditures of the Post Office Department for the vear for such public services 
as determined by the Congress in the appropriation act based upon budget 
estimates submitted to the Congress.’ In amending the language of the Postal 
Policy Act to permit the Appropriations Committees and the Congress in the 
appropriation act to be the final arbiters of the amount of the public service costs 
of the Post Office each vear, Senator Hayden advised his colleagues that this 
‘same principle was involved in a bill which was favorably reported to the House.’ 

“Although the Hayden amendment made the determination of the amount of 
the public service expenditures subject to the discretion of the appropriations 
procedures, the list of public services contained in the bill reported by the Senate 
committee remains in the act. * * * 

* * * * * * * 


“Tt is clear from the legislative history of the public service provisions of 
Public Law 85-426 that it was the intent of the Congress that the amount of the 
public service costs of the Post Office Department for which reimbursement 
should be made should be determined anew in each fiscal year in the appropria- 
tions process of the Congress. 

“Paragraph (b) of section 104 of the Postal Policy Act of 1958 requires that the 
Post Office Department submit budget estimates of the amount of the cost of 
public services enumerated in that section. In submitting to this committee 
estimates of public service costs of $172 million for fiscal 1960, the Department is 
ae to the best of its ability to the requirements of section 104 of the Postal 

-olicy Act. 

“The final determination of the amount of the public service costs of the Post 

Office Department rests of course, with the Congress.”’ 


* * * * 


The Senate Subcommittee on Appropriations in its hearings on the bill gave 
full opportunity for all interested persons to testify on this controversial subject. 
Extensive testimony as to how public service losses should be computed, in ad- 
dition to that presented by the Department, was offered by Senators Johnson 
and Carlson, chairman and ranking minority member of the Senate Post Office 
and Civil Service Committee, the Director of the Bureau of the Budget; and 
representatives of the General Accounting Office, the U.S. Chamber of Commerce, 
and the Associated Third-Class Mail Users. 

The Department’s position in regard to Public Law 85-426 and in regard to its 
own beliefs in this matter was stated unequivocally at these hearings before the 
Senate Appropriations Subcommittee by the Postmaster General (1960 hearings, 

. 158): 
. ‘“‘Mr. Chairman, I am sure you read what the President said at the time he 
signed the particular legislation we are referring to here. I am sure the record 
is very clear as to the Post Office Department’s position as to what constitutes 
public services. That is identifiable over the years. 

“The record stands clear on that. We recognize, however, that the responsi- 
bility of determining the answer to this question rests in the hands of the Congress 
and not in the Department. 

“With reference to the public service items with which we are here concerned, 
if we use the system that we have always advocated, then the item for public 
service would be somewhere in the area of $38 million as against the total loss 
figure of $172 million. 

“Tn our justification to the House Appropriations Committee, a copy of which 
came to this committee, we estimated, to the best of our ability in accordance 
with the statute as we interpreted it, an amount of $172 million for public services. 

‘“‘However, when the House took it out completely, then we thought we 
would make no further request and leave it entirely in the hands of the Congress 
in its wisdom to decide.” 

* * * * * * * 

Following these hearings, the Senate Appropriations Committee recommended 
the appropriation of $37,400,000 for losses on public services for 1960 with the 
following general comments in its report (S. Rept. No. 305, May 21, 1959): 

“The committee has carefully reviewed the question of a proper charge to the 
general fund of the Treasury for what the Postal Policy Act defines as ‘public 
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services’ rendered by the Department. This is especially significant because the 
act (sec. 104(b)) places upon the Congress the responsibility for determining the 
measure of these services in the appropriation act, and then provides that postal 
rates and charges are to be adjusted from time to time so that postal revenues, 
including payment for these public services, will cover all postal expenditures. 

“The estimate submitted by the Department, it was developed, represented 
one possible method of computation of reimbursable public services. Evidence 
from the Department and other sources clearly indicated that lesser amounts 
were intended also to be considered and were in fact more appropriate.” 

The amount recommended by the Senate committee was passed by the Senate, 
accepted by the conferees, and incorporated in the 1960 appropriation act. 

In view of the provisions of the Postal Policy Act of 1958 that the amount 
deemed to be attributable to the public service losses enumerated under section 
104 would be the amount as determined by the Congress in the appropriation 
act, the Department believed that the congressional action on the 1960 appro- 
priation established the pattern for subsequent appropriations and therefore 
computed its 1961 estimates in exact conformity with the formula used by the 
Congress in arriving at the amount of the 1960 appropriation for this purpose. 

Thus, to answer your questions specifically as to how we “justify”? public 
service estimates based on loss of revenue forgone, rather than ‘‘total loss,’’ it is 
because we are following the conclusions reached last year by the committees of 
Congress designated under the law to make these findings (the Appropriations 
Committees) and as subsequently ratified by legislative action. We submitted 
our request for reimbursement on the basis of ‘‘total loss’’ for both fiscal 1959 
and 1960, although the Department has consistently expressed the opinion that 
the true public service is the revenue forgone, the balance being due to deficiencies 
in basic rates. Now Congress has told us that it is to be computed on the basis 
of revenue forgone and we have done so. 

In the light of this legislative history, I see no inconsistency between our 
eg before the House Appropriations Committee this year and the Postal 

olicy Act. 

The language that we suggested be added to the appropriation act was neces- 
sary, we felt, this year in order to avoid any uncertainty as to the specific items 
for which the appropriation for public service losses was being made. Last year 
the Senate Committee on Appropriations made it quite clear in their report what 
these items were, but our experience in the parcel post rate hearings before the 
ICC indicated the desirability of avoiding any uncertainty on this point. Such 
language would be particularly necessary if either committee were to feel it 
unnecessary to elaborate this year on these items in their reports. 

This year the House Appropriations Committee in its report (H. Rept. No. 
1281, p. 15) emphasized its agreement with the position taken in last year’s 
report of the Senate Committee on Appropriations, The bill reported out (H.R. 
10569) contained a public service appropriation based on exactly the same formula 
as last year and included the clarifying language suggested by the Department. 
This bill was passed by the House on February 23, 1960. 

Yours sincerely, 
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Hyper GILLETTE, 
Assistant Postmaster General. 

Mr. Gittetre. This concludes my testimony, Mr. Chairman. 

Mr. Gross. If I remember correctly, Mr. Assistant Postmaster 
General, this committee 2 years ago passed the biggest single rate 
increase bill in history. Is that statement correct? 

Mr. Gituerre. I think it perhaps is, Mr. Gross. That was because 
the greatest single deficit in history was facing the Post Office De- 
partment. 

Mr. Gross. Now, it is your contention that first-class mail and 
airmail are operating at a deficit, or is there a profit in first- and 
second-class mail? 

Mr. Gittette. Mr. Gross, we have stated very clearly that there 
is an 11-percent excess coverage of first-class costs. This was con- 
tained in the early part of my statement on the first day. 

Mr. Gross. I am just trying to recapitulate. 

Mr. Yes, sir. 
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Mr. Gross. I would like to draw all the ends together. Eleven 
percent of what? 

Mr. Gitterre. That first class was covering its costs 111 percent, 
or an 11-pereent premium, as compared with a 140-percent coverage 
which existed from 1926 to 1941, before costs went up so much in the 
postwar period. 

Mr. Gross. To put it another way, you are saying it is 11 percent 
above the break-even point in first class? 

Mr. Gitterre. I am saying it is covering its costs plus 11 percent, 
based on the 1959 adjusted data. 

Mr. Gross. So your rate increase would take it then to how much 
more? 

Mr. Gitutetre. It would take it to an order of magnitude estimate 
between 130 and 140 percent of coverage, whici would compare with 
the 140 percent that existed prewar. This is in conformity with the 
stated policy of the Congress in title I of Public Law 85-426, section 
103(c) (2). 

Mr. Gross. And airmail? 

Mr. Giuuerre. Airmail, sir, is stnilarly covering its cost 114 
percent. 

Mr. Gross. The proposal in this bill would take it to what? 

Mr. Giutetre. At a very rough guess, in the neighborhood of 130 
percent. 

Mr. Gross. And second class? What increase would you have to 
have to balance the budget, if 1 may use that phrase, in second class? 

Mr. Guerre. You would have to have an increase of $280 million. 
We are proposing an increase of only about $45 million, which is a 
40-percent increase in the present revenue, because under the fall 
effect of the 1958 act, second-class mail will 'be producing only about 
$97 million. A $45 million increase would be a little over 40 percent. 

Mr. Gross. Let us take third class on the same basis. 

Mr. Gittertre. The coverage of second-class mail, just to complete 
the thought, would be about 40 percent under the admuinistration’s 
rate proposals. Coverage would be about 40 percent with approxi- 
mately a 40-percent increase. In regard to third class, the coverage 
is now 73 percent, based on 1959 adjusted data. We are asking for 
what is equivalent to about a 25-percent increase in third-class 
revenue, and it would bring the coverage up to approximately 80 to 
85 percent. 

Mr. Gross. It would still be 15 percent short, according to your 
figures, of paving its way. 

Mr. Gitierre. Yes; it still would be. But we have proposed these 
figures in these various categories, to no more than add up to the total 
deficie ney as shown in the prese nt budget of $554 million after re- 
imbursement for public services. We have distributed to the classes 
of mail as fairly and equitably and as we knew how, in order to make 
the rates acceptable to any fair-minded user of the mail. 

Mr. Gross. Thank you. 

The Cuairman. The committee will have to suspend temporarily 
with your further statement, since Mr. Stans, the Director of the 
Bureau of the Budget, is here. I realize how busy he is and we don’t 
want to detain him much longer. So we will ask you to step aside until 
we finish with Mr. Stans. 

Mrs. Granawan. Is Mr. Gillette coming back? 

The CuHarrMan. Yes. 
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Mr. Grtterre. May I insert also certain technical amendments 
to H.R. 11140, copies of which I think you have seen. 

The CuarrMan. That permission is granted. 

(The documents referred to follow:) 


SupPLEMENTAL STATEMENT OF HypE GILLETTE AssISTANT PostTMASTER GENERAL 


SUGGESTED AMENDMENTS TO 
H.R. 11140 


Mr. Chairman, there are several perfecting amendments and one amendment of 
substance which should be made to the bill H.R. 11140. 

I will discuss the amendment of substance first. There is need for a provision 
in this bill which will permit the application of only a portion of the future gross 
postal receipts of a post office to be used in determining the class of post office 
and the salaries of some postmasters and other employees. The increased receipts 
of a post office which will result from enactment of H.R. 11140 do not add to the 
duties and responsibilities of the postmasters and other employees. Their 
salaries are based in part at least on gross postal receipts. Prior rate bills have 
dealt with this situation. We suggest that a provision identical to that contained 
in the last postal rate increase act be noted in this bill. 

As amendment No. 1 to H.R. 11140, we urge that a new section be inserted 
between lines 15 and 16 on page 8 of the bill, which will read as follows: 


“DETERMINATION OF CLAss OF Post OFFICE AND COMPENSATION OF PosTMASTER 
AND CERTAIN EMPLOYEES 

“Src. 9. No part of the gross postal receipts of any post office, which are 
determined in accordance with estimates of the Postmaster General to be attrib- 
utable to the increases in postage rates provided by this Act, shall be counted for 
the purpose of determining the classes of respective post offices and the compen- 
sation and allowances of postmasters and other employees whose compensation 
or allowances are based on the annual gross receipts of such post offices. Nothing 
contained in this section shall operate to relegate a post office to a class or receipts 
category below the class or receipts category to which such post office may be 
assigned on the basis of gross postal receipts (as adjusted under section 211 of the 
Postal Rate Increase Act, 1958) accruing during the last complete calendar year 
prior to the date of enactment of this Act or, in the case of a post office which 
was in existence on such date of enactment but which was not in existence during 
the whole of such calendar year, on the basis of such gross postal receipts accruing 
during the last quarter prior to the date of enactmentof this Act.” 


AMENDMENT NO. 2 


As a consequence of Amendment No. 1, the words ‘‘Sec. 9’ in line 17, page 8 
of the bill must be stricken and ‘‘Sec. 10’’ inserted in lieu thereof. 


AMENDMENT NO. 8 


As a consequence of the above two amendments, the section number in line 9, 
page 9, of the bill, must be changed to read ‘‘See. 11’’. 


AMENDMENT NO. 4 


In the printing of the bill, a word was omitted from line 23 of page 2._ In order 
that lines 23 and 24 on page 2, and line 1 on page 3, clearly express the intent of 
the language, we suggest that they be omitted and the following substituted 
therefor: 

“Tn no event shall the rate of postage on airmail of the first class weighing in 
excess of 8 ounces be less than the rate prescribed in that part of the first section 
of the Joint Resolution of June 30, 1947, as amended (61 Stat. 213; 39 USC 280), 
which precedes the first proviso.” 

This language will make it clear that the Postmaster General in fixing air 
parcel post rates as provided for in seetion 4 of the bill will not fix a rate for first 
class matter weighing in excess of 8 ounces which will be less than the ounce rate 
provided for first class mail. 
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AMENDMENT NO. 5 


roviso, the word ‘‘further”’ is incorrect. 


The CHAIRMAN. We will next hear from the Director of the Bureay 
of the Budget, Mr. Maurice H. Stans. 


ASSISTANT DIRECTOR FOR BUDGET REVIEW; JAMES R. THOMA. 


SON, BUDGET EXAMINER FOR THE POST OFFICE DEPARTMENT, 
BUREAU OF THE BUDGET 


Mr. Stans. Mr. Chairman and members of the committee, my 
purpose here is a direct one; my statement is brief. I am here to 


that is a matter of good government. 

There is no doubt about these plain facts: The postal service is 
losing money heavily; the Congress has asserted that it should pay its 
way; this can be done only if postage rates are raised. 

The problems will not be solved by delay. The evidence is clear, 
The decision will be no easier and the situation no better next year than 
it is this year. Our efforts to maintain balanced budgets and sound 
fiscal policies will be jeopardized by inaction. I urge the committee 
and the Congress to enact these increases now. 

This is the situation: 

1. Postal losses are equal to almost half of the total increase in the 
national debt in the last 13 years. During this time, total postal 
deficits amounted to $6.8 billion. 

2. Despite the Department’s excellent record of cost reductions 
through improvements in efficiency and the elimination of subsidies, 


payer as it was in 1952, when the reported loss was $720 million. 

3. This alarming situation is the result of the fact that postage 
increases enacted since then have been barely adequate to keep up 
with growing cost levels. In addition to the large deficit in 1952, pay 
and fringe benefit increases, and other cost increases for transportation, 
supplies, and equipment have totaled $915 million a year; while postal 
rate increases in the same time amounted to only $930 million a year. 


Congress enacts the recommended rate increases, the deficit for fiscal 


service reimbursements and the full year effect of parcel post increases 
approved recently by the Interstate Commerce Commission). 

5. Section 103(c) (4) of the Postal Policy Act of 1958 provides that 
“postal rates and fees shall be adjusted from time to time as may be 
required to produce the amount of revenue approximately equal to the 
total cost of operating the postal establishment less the amount deemed 


to be attributable to the performance of public services under section 
104(b) of this title.” 


STATEMENT OF HON. MAURICE H. STANS, DIRECTOR, BUREAU 
OF THE BUDGET; ACCOMPANIED BY WILLIAM F. McCANDLESS | 


support the Postmaster General’s proposal for immediate increases in [ 
postal rates. This is a matter of national fiscal responsibility, and | 


the annual postal deficit remains almost as much a burden on the tax- | 


In line 14 on page 4, strike the word “further’. There being no previoys 


4. The 1960 postal deficit will approximate $619 million; unless the | 


1961 will be about $554 million (after deducting the estimated public | 
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GENERAL BUDGETARY SITUATION 


Action designed to make the postal service self-supporting and to 
prevent large continued postal deficits rests on the sound principle of 
having the users of the mails pay for the services they demand. It 
also is vital to the achievement of a sound overall budgetary situation. 

In prosperous periods like the present it is of great importance that 
a budgetary surplus be achieved and applied to reduction of the public 
debt. Such a course is required if we are to keep the debt from going 
ever higher and if we are to help avoid inflation and maintain confi- 
dence in the stability of our currency. A continuing postal deficit 


also certainly slows down any progress toward tax reform. 


Last January, the President estimated that the 1960 budget would 
be balanced, and he recommended policies and actions which would 
result in a budget surplus of $4.2 billion for 1961 to be used as a pay- 
ment on our debt. After providing first for our national security and 


for relatively inflexible budgetary requirements, the policies in the 


1961 budget represent a well-balanced approach for meeting the 


overall needs of the Nation within a total that we can support. 


Events since January indicate that the budget for 1960 is likely to be 
in close balance. With respect to 1961, it is too early at this time to 
say with any certainty what effect congressional action and other 
developments will have on the final budgetary results; however, ac- 
tions to date on appropriations and other bills, coupled with inaction 
on certain revenue proposals, would substantially reduce the proposed 
surplus. Furthermore, if no action is taken on postage increases, and 


_ if pay increases to Government employees and other revenue and ex- 


penditure proposals which are currently being given serious considera- 
tion in the Congress were to be enacted, we could end up with a 
substantial deficit in 1961. 


CONCLUSION 


This should not be a partisan issue. The Postmaster General’s 
proposal is the product of extensive study and consideration of al- 
ternative solutions to the Department’s financial dilemma. A rate 
increase at this time is justified by any objective standards of good 
government and good business. 

At this time when national fiscal responsibility is so obviously 
needed, the equitable solution is to place the cost of postal services on 
those who use the mails for their profit and convenience. This is the 
solution called for by the Postal Policy Act; it is the solution recom- 
mended by the President and the Postmaster General; and it is, I 
believe, the solution which will best advance the interests of the 
American people as a whole. 

The CuarrMan. Thank you, sir. 

Are there any questions? Mr. Davis. 

Mr. Davis. You state upon page 3 of your statement, Mr. Stans, 
that— 
such course is required if we are to keep the debt from going ever higher, and if 
we are to help to avoid inflation and maintain confidence in the stability of our 
currency. The continuing postal deficit also certainly slows down any progress 
toward tax reform. 
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We have around a half million employees in the postal department. 
The total number of Federal civilian employees runs about 2,340,000 
I believe, at the present time. 

Mr. Stans. Approximately that. 

Mr. Davis. The postal employees constitute somewhere around 
one-fifth of the total employment. Do you regard the pay of these 
other nearly 2 million employees as contributing toward inflation and 
as a burden on the economy of the country, and if so, what proposal, 
if any, do you make about taking care of that? 

Mr. Stans. Mr. Davis, I think the compensation of the Govern- 
ment employees in the Post Office and elsewhere is a necessary cost of 
doing business. I don’t think it is either inflationary or deflationary 
to pay the going rate for the services that are represented by what these 
people could earn in private industry. 

Mr. Davis. But you do consider it inflationary if you don’t collect 
all that it requires to operate the Post Office Department. 

Mr. Stans. I do, sir, if the consequence of that is to make it impos- 
sible for us to reduce our national debt over a period of time and in 
fact to make us show deficits from year to year. The situation is very 
simple. Perhaps I can clear it if I explain it a little more. In 1959 we 
had a deficit of $12.4 billion. We have always believed, at least over 
the last 30 to 40 years, that we could afford a deficit in a poor year, in 
a year of some emergency or other, provided in years of good times we 
did something about repaying the obligations created during the 
period of emergency. 

Mr. Davis. Which we have not been doing. 

Mr. Stans. Which we have not been doing. 

Mr. Davis. I believe in 23 of the last 28 years—maybe it is 24 of 
the last 29—we have operated on a deficit basis. 

Mr. Stans. That is correct. We have only had five surpluses in 
the last 29 or 30 years. Of course, they have been extremely small in 
relation to the size of the deficits that we built up during the same 
period of time. My concern simply is, sir, that if we do not maintain 
a substantial surplus in years of prosperity like the present, and if we 
don’t continue to run deficits as the economic cycle occasionally turns 
down, that our debt is going to go up and up all the time. With that 
kind of a situation, it is bound to be inflationary. Of course, this is 
only one of the factors that can cause inflation. 

Mr. Davis. If we ever stop the trend toward inflation it will take 
a whole lot more efficiency and economy than just balancing the postal 
budget, will it not? 

Mr. Srans. Of course, Mr. Davis. This is only one element of my 
concern, yes. 

Mr. Davis. That is all. 

The CuarrMan. Mr. Gross. 

Mr. Gross. Mr. Stans, I would still like to hear an answer to 
Judge Davis’ question as to the contribution that the increase in 
salaries on the part of other than postal workers would have and how 
that is to be met. You propose to meet the increase for postal workers 
with an increase in postal rates. How is it proposed to meet the in- 
crease for other governmental workers? 

Mr. Srans. I am sorry; I didn’t understand that Mr. Davis used 
the word “increase” in his question. 

Mr. Davis. I might not have used the word “increase,” but that is 
what I was driving at. 
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Mr. Stans. Then let me make it clear that I think that any in- 
crease in the compensation of Government employees, post office and 
elsewhere, which is in excess of the rate of compensation which those 
people could earn in private industry would certainly be an unwar- 
ranted expenditure. It would add to the Government’s fiscal prob- 
Jems and to the extent that it does, of course, it is in an inflationary 
direction. 

Mr. Gross. Is the administration advocating a tax increase—let 
us get it right down on the table—to take care of the increases that 
would be paid other Federal employees, other than postal workers? 

Mr. Stans. No, it is not advocating any tax increase. It is our 
expectation that we can restrain Federal spending in the aggregate 
to the point where our national revenues will make it possible to 
cover our expenses and do something about payments on the debt, 
but this can be done only if we restrain increases in Federal spending. 

Mr. Gross. A postal-rate increase is in the nature of a tax increase, 
is it not? 

Mr. Srans. I don’t think that is a correct characterization, Mr. 
Gross. It is an imposition of a responsibility on the part of the people 
of paying for the specific services that they ask from Government. 
lt is no more a tax increase than it is a tax increase if the local water 
rates in your community are increased in order to cover the cost of 
delivering the water. Each of these is on a metered basis. 

Mr. Gross. Or an increase in the gasoline tax to build roads. 

Mr. Stans. That is a different type of tax, but that is also a user 
tax and in that sense applies to the people who use the highways. 

Mr. Lesinsk1. Mr. Stans, the last pay raise was supposed to have 
given an increase in the national gross product of something like $40 
billion and therefore the Treasury would receive a lot more taxes 
for that reason. When you talk about taxes, what had the Depart- 
ment done in suggesting to the Ways and Means Committee to elimi- 
nate some of the tax loopholes in the present tax structure? 

Mr. Srans. There are some recommendations to that effect in the 
budget message. There are recommendations for eliminating loop- 
holes on the sales of depreciable assets, for eliminating the loopholes 
in the tax for cooperatives, eliminating certain loopholes in depletion 
allowances on natural resources, and so on. There are half a dozen 
such provisions in the budget recommendations this year. 

Mr. Lestnskt. That would be approximately how much? 

Mr. Stans. It would not be very much the first year. I think a 
relatively small amount of perhaps $50 million the first year. But it 
would grow to several hundred million in subsequent years. 

Mr. Lesrnsk1. Some people claim an estimate of $9 to $12 billion 
is lost to the Federal Government. 

Mr. Stans. I would like the witness to the Treasury Department 
who is going to follow me to testify to that. I think that is an exag- 
gerated figure by a large margin. It all depends on your definition of 
a loophole. What some people consider a loophole other people might 
consider only equity. I think it is difficult to put a price on loop- 
holes without getting a very careful definition of what you consider 
to be a loophole. 

Mr. Lestnski. My approach, Mr. Stans, to the postal rate bill is 
not simply to raise rates, but to eliminate such loopholes. That is 
the way | am approaching it. If there are loopholes somebody is 
getting an advantage. 
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Mr. Stans. The Ways and Means Committee held long hearings 
last fall on the subject of tax reform. A great many witnesses tes- 
tified, some as to the need for tax reductions and others as to closing 
of loopholes. The committee has the matter under consideration. | 
understand it does not propose to act on any of those matters until 
next year. 

Mr. Lesinsk1r. For instance, you allowed teachers to deduct their 
summer schooling, which might amount to $300 or $400. Wouldn’t 
they be further ahead if the exemption rate was increased by $300? 

Mr. Srans. Will you restate the question? 

Mr. Lesinskt. I will restate it. You allowed schoolteachers to 
deduct their summer schooling. Would not the teachers be further 
ahead if the exemption was raised from $600 to $800? 

Mr. Stans. Obviously the schoolteachers would be ahead if they 
got an increase in exemption. As to whether or not it is a desirable or 
proper change to make, I would not have an opinion at the moment 
without knowing more about the facts. 

Mr. Lestnsxr. That is the whole approach to this thing. A little 
bit here and a little bit there and so forth. If you increased the over- 
all exemption, the public would be further ahead and various people 
would be further ahead. 

Mr. Stans. Of course, any increase in the exemptions of the size 
you mentioned applied generally to taxpayers involves a very, very 
large amount of money. 

Mr. Lestnsk1. $2.4 billion. 

Mr. Stans. I think that is approximately correct. To find $2.4 
billion of other revenues within the framework of our tax structure 
would be an extremely difficult thing to do unless you went to some- 
thing like a broad based sales tax or something like that. 

Mr. Lestnsxkr. On the other hand, if the $9 billion figure of tax 
loopholes is correct, you would still have more money than you had 
allowed under the loss of exemption. 

Mr. Stans. If the $9 billion figure is correct, that would be true. 
But I seriously question whether anyone could find $9 billion of items 
that would reasonably be classified as loopholes. 

Mr. Lesinsxr. Thank you. 

Mrs. GRANAHAN. Mr. Stans, is all this automation and mechani- 
zation included in your deficit? Is that making your deficit larger? 

Mr. Srans. You mean the money that is being spent for 
equipment? 

Mrs. GRANAHAN. Yes. 

Mr. Srans. It is part of the deficit. It has to be financed within 
the operations of the Post Office Department or the Federal Treasury. 

Mrs. GRANAHAN. I am just thinking, is it good housekeeping to 
do all this modernization at one time over the country? In other 
words, let us be very practical. This is probably a woman’s view. 
If you buy a house and you want to make that up to date, you are 
going to have to spend a great deal of money at that time. Would 
it not be better housekeeping to do this gradually, instead of all of a 
sudden come before the committee with this terrific deficit and wanting 
to raise the rates of various classes of mail? 

Mr. Stans. I would like to say two things about that. One, we 
would have a very large deficit of probably $450 million without the 
cost of modernization of the Postal Establishment. It would still 
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be large enough to require increases in postal rates. Secondly, i think 
the facts would show rather clearly that the need for modernization 
has been generated over quite a period of time, from what might be 
called neglect of the postal plant through many years prior to 1953. 
There is a great backlog of modernization required not only to improve 
the facilities, but to expand them in order to take care of the growing 
mail volume, the creation of new suburbs and all of those factors. 

Mrs. GraNAHAN. I understand that. I can’t quite reconcile the 
idea that all this automation and mechanization is giving us better 
service because I can definitely prove it is not. 

Mr. Stans. Mrs. Granahan, I would be a prejudiced witness on 
that, because as you know, I spent more than 2 years in the Post Office 
Department. 

Mrs. Granauan. Yes; I know. 

Mr. Stans. I think the Department could supply much _ better 
evidence than I could as to the caliber of service today. I suppose 
always there are instances in which the human element for one reason 
or another causes mail to be delayed. I would be very much sur- 
prised and tremendously disappointed if it were not provable that the 
mail service today is much better than 8 years ago. 

Mrs. GRaANAHAN. Maybe in some parts of the country, but I could 
almost poll a great many Members of Congress who agree with me. 
We get constant complaints. I said many times before the committee 
that I have doctors in my district whose mail is delivered at 5 o’clock 
in the afternoon. I cannot mail a letter to my Philadelphia office 
today and be certain it would be delivered tomorrow. 1 call that 
poor service. 

Mr. Stans. I should find it hard to debate this with you, Mrs. 
Granahan, because I don’t have any of the facts at my command. 
I think the Post Office Department and the Postmaster General 
would be most happy to know about these complaints. My own 
experience is that the service is much improved. 

Mrs. GRANAHAN. I have spoken to the Postmaster General and 
he was going to furnish me, after investigation, with a report, but 
I have not yet received it. That was some time ago. Thank you. 

The Cuarrman. Mr. Stans, do you look for a balanced budget 
this fiscal year? 

Mr. Stans. Mr. Chairman, unless there are sudden emergencies 
that develop or retroactive legislation or things like that, I expect 
that our budget will be in balance on June 30. It will be balanced 
by a relatively small amount, but it will be in the black. 

The CuatrrMAN. How much is our Federal indebtedness now? 

Mr. Stans. It is somewhere between $285 billion and $290 billion 
at the moment. 

The CuatrmMan. What is the interest on that each year? 

Mr. Stans. The interest on that this year is going to be close to 
$9.3 billion. As I have said before, Mr. Chairman, 11 cents out of 
every dollar of taxes, or one-ninth of our taxes, go just to pay interest 
on the debt. 

The CHatrman. How long ago did the Government operate on 
that amount for its entire fiscal operations for a year? 

Mr. Stans. In 1940, the entire expenditures of the Federal Govern- 
ment were $9 billion. That means that 20 years ago we ran the 
entire Government of the United Siates for what it now costs to pay 
interest on our debt. , 
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The CuarrMan. Are there any other questions? 

Mr. Outver. I have been listening to your testimony, Mr. Stans, 
with a great deal of interest, and particularly the colloquy you just 
had with the chairman in regard to the total public debt. Is it true 
that the per capita proportion of that public debt is less now than it 
was 10 years ago? 

The CHatrMANn. What was it 10 years ago? 

Mr. Stans. Ten years ago the debt was $257 billion at the end of 
fiscal 1950. I would say that over this 10-year period the population 
of the country has grown from 150 million to about 179 million. | 
would think probably you may be right, by a very thin margin. 

Mr. Otrver. I simply raise the point, Mr. Stans, because I think [ 
can recall some statistics which indicate that the Federal public debt 
per capita is less today than it was 10 or 12 years ago. 

Mr. Stans. Yes. When you get into that area, Mr. Oliver, you 
get into the question of other obligations of the Federal Government 
which go beyond its interest bearing debt. I testified here a few 
weeks ago in connection with the pay raise that the Federal Govern- 
ment owes a lot of money besides its national debt by reason of 
commitments and obligations it has undertaken in legislation to pay 
items in the future for past services. If you take all of that into 
account, our obligations to retired Government employees, to retired 
military personnel, to veterans for compensation of pensions, and so 
forth, and if we take into account other commitments and contracts 
we have executed, I have estimated our total obligations and com- 
mitments of the Federal Government at this time to about three 
quarters of a trillion dollars, or $750 billion. If you consider the 
growth of items of that type, then I think it is clear that the debt of 
the Federal Government, using quotation marks around the term 
“debt,” is greater per capita than it was 10 years ago. 

Mr. Oniver. Isn’t it a fair assumption also on the other side of the 
ledger that our public assets have increased? 

Mr. Stans. Undoubtedly some have increased. 

Mr. Otiver. Isn’t it also true that we can assume over the next 
10 years a growth in our economy and our population which will go a 
long ways toward meeting some of these figures that you have been 
discussing and referring to in your statement? 

Mr. Stans. I think that is entirely correct. It will go a long way. 
My concern is not as to the ability of the United States to absorb the 
commitments and obligations it has already made, but as to adding 
further commitments and obligations of one kind or another to our 
load ahead, and also as to failing to clean up some of the unnecessary 
expenditures of the Federal Government, such as the postal deficit. 

Mr. Ourver. I am not trying to defend increasing the debt, but it 
does seem to me that there is another side to this coin that is not being 
discussed so far as the public is concerned, and that is that if debt 
amounts to the total which you have referred to on several occasions, 
then I think it is only fair also to state that during the future about 
which we are speaking that we are going to be more able to meet this 
increase in our debt by reason of more activity, by reason of growth 
and expansion of our economy. 

Mr. Srans. I don’t think there is any question about our increased 
ability, as the years go by and the economy grows to meet increased 
obligations at the existing rates of tax revenue. I think, however, our 
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problem is this: There are a great many things that people would like 
Government to do. The difficulty is allocating priorities to them so 
we take on the right new things that are in the best interests of the 
country. In the process of doing that, we should eliminate some of 
the expenses and losses that can not be justified. Again, I come to 
the postal deficit as one of those. 

Mr. Ouiver. To come back to the postal deficit there is one other 
question I want to ask and this is all [ have in mind at the moment. 
If it could be demonstrated that postal rate increases would tend to 
slow down the volume of business by the users of these various classes 
of mail, and in some instances even throw small businesses out of 
business, would you still then advocate an increase in postal rates? 

Mr. Srans. I think that would be a matter that would certainly 
have to be considered, if that were the case. However, the evidence 
that has been collected in the last year or two throws considerable 
doubt on whether or not an increase in an expenditure which is so 
minute in the average household and in the average business in pro- 
portion to the rest of the activity would have any significant effect. 

Mr. Oliver. I am getting letters and I assume all members of the 
cominittee are getting letters from individual concerns which express 
in specific figures the slowdown which has occurred and the decline 
which has occurred in their business because of previous rate increases. 
It seems to me that we must give this consideration, too. 

Mr. Srans. Mr. Oliver, I think no one in the public likes to pay 
an increased cost for postage or for anything else. The fact of the 
matter is that we have all absorbed substantial increases in the cost 
of living through the years. Businesses have absorbed increases in 
the cost of their materials and payrolls and other expenses through the 
years in much greater proportion than involved in the postal rate 
increase. There is not any doubt in my mind that the public can 
absorb a proper charge for the mail service. 

Mr. Ouiver. It is entirely possible that there will be some casualties 
along the line? 

Mr. Stans. I would even question that there would be any casual- 
ties that would not otherwise exist. I think it is very difficult some- 
times to determine the cause of a business failure. It might be that 
someone would decide that it was the result of higher postage when it 
may have been the result of mismanagement or an unlikely venture 
in the first place. I find it hard to believe that postage is that impor- 
tant in the life of a business or individual. 

Mr. Ouiver. Thank you very much for your forthright statement. 

Mr. Mr. Chairman. 

The CuatrmMan. Mr. Gilbert. 

Mr. Giupert. May I ask you this question for my own information. 
What percentage of the postal debt would you say is due to the capital 
improvements of the Postal Department? 

Mr. Srans. For what period or year? 

Mr. Givsert. For any year. Take for example this year. Do you 
include in this year the entire capital debt of the Postal Department 
for 1 year? 

Mr. Stans. Yes. In figuring the $554 million expected deficit of 
the Post Office Department in fiscal 1961, the expenditures include the 
expenditures for replacement of equipment, for modernization of 
postal plant, and so on. I think I should point out to you that a lot of 
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that replacement is a normal annual level of replacement. Only part 
of the expenditures that we are talking about would be in any sense 
abnormal. Those that relate to major new construction might be 
considered less normal. On the other ay I should also like to point 
out to you that from the standpoint of the Post Office as an operation, 
there is no charge made for depreciation or use of the existing plant 
which was funded in earlier vears. In the absence of a depreciation 
charge, it has to be recognized that in a business the size of the Post 
Office there are always going to be rather heavy amounts of capital 
expenditure. So to the extent that there is a normal level of capital 
expenditures, this is a proper procedure. To the extent that there 
may be an abnormality in the expenditures of the Post Office in this 
year as compared with future years, there is a point in the question 
that you raise. I think we have to recognize, though, that over a 
period of years from here on out, in order to modernize, as the postal 
service should modernize, it is going to need to maintain the present 
level of capital expenditures perhaps into the almost indefinite future. 
That being the case, I do not find anything illogical about including 
the capital expenditures i in the postal deficit. Of course, they do have 
to be financed. 
Mr. Gitpert. That is correct. I had in mind that if you have 
capital improvement of a building or automation of a postal building, 
this should last for a period of 20 or 30 years. If you are going to 
take the entire amount of that debt and include it in 1 year, | 
think you are not arriving at a fair figure, because it should be amor- 
tized over the number of. vears that this plant is going to remain in 
operation. 
Mr. Stans. As a matter of principle vou are entirely right. You 
should also then include in this year’s cost an amortization charge 
- all of the postal buildings that have been built in the last 20, 30, 
* 40 years that are now being used. To some extent you trade 
Mr. Gitpert. That may be so. I don’t know what method you 
have been using up to this point. I am only talking about it from 
this point on. I am sure on the question of checks and balances 
between the buildings that have already been constructed 20 or 30 
years, those should have been paid, and the buildings in the past 
number of years should be included in the present debt. Those 
buildings are being constructed this year, and should be apportioned 
over the number of years that the buildings will remain in existence. 
You can apportion the debt for the particular building for more than 
1 vear. 
Mr. Stans. I say in theory vou are entirely right. I think that 
if you eliminated the abnormal replacements and construction and 
took into account the depreciation on plants constructed in earlier 
years, you might find some adjustment that would reduce the $554 
million’ figure ‘by a relatively small amount. There could be some 
adjustment of that type. In justification, I would like to point out 
that the Federal budget is on a cash basis. It has been so historically. 
The $554 million has to be financed. 
Secondly, I think the level of expenditure for capital items in the 
1961 year is going to be fairly normal for many years to come. 

Mr. GILBERT. May I ask you, in your opinion, what do you think 
the proposed pay raise bill will cost the Federal Government? 
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Mr. Stans. If you are referring to the one which I understand the 
committee adopted last week, a 9-percent increase, it will cost the 
Federal Government something above $800 million a year. 

Mr. Gitpert. What would vou say if we had this bookkeeping 
device that I was discussing with you a moment ago, the difference 
might be in the deficit? 

Mr. Stans. I don’t know offhand, sir. I haven’t made any cal- 
culation. I would be surprised if it were as much as 10 percent of 
the $550 million. 

Mr. Prokop. Mr. Stans, did I understand you to say that the 
interest on our debt this vear will be something like $9.5 billion? 

Mr. Stans. Yes. It will be just short of that. It will be around 
$9.25 billion. 

Mr. Prokop. Could you tell me what it was 10 years ago? 

Mr. Stans. I have that only as far back as 1954. In that year it 
was $6.4 billion. 

Mr. Proxop. In that short time, why the increase of the $3 billion? 

Mr. Srans. The principal reason is the increase in interest rates. 
Since 1954, there has also been an increase in the national debt of ap- 
proximately $13 billion. So it is a combination of an increase in debt 
and an increase in rates. 

The CHarrMan. Are there any other questions? 

Mr. Gross. I have one question. Do you still anticipate a $4.2 
billion surplus? 

Mr. Srans. It depends, sir, on whether the Congress increases these 
postage rates, whether it increases the tax on aviation fuel, whether 
it holds to the President’s level of appropriations and does not add any 
new programs. I think it is doubtful, sir, that we can maintain the 
$4 billion surplus from what I see now. 

Mr. Gross. It would be helpful if we cut about $2.5 billion from the 
foreign-aid program. 

Mr. Barry. Mr. Stans, does the Bureau of the Budget ever employ 
industrial engineering studies or management engineering studies? 

Mr. Srans. It does from time to time, ves. 

Mr. Barry. You are aware that the other bureaus of Government 
do likewise employ management engineering studies? 

Mr. Stans. Yes, I am sure many of them do. 

Mr. Barry. In your opinion, is that sound business judgment to 
employ such management engineering studies? 

Mr. Srans. I think, for certain types of studies it is a highly desirable 
thing to do, yes. 

Mr. Barry. Are you aware that big business corporations often- 
times have a board of directors and employ management engineering 
studies as a check on management? 

Mr. Srans. As a check on management and for the infusion of new 
ideas and for the introduction of highly specialized technical and sci- 
entific skills that a business might not have. 

Mr. Barry. And you employ management engineering studies, 
even though you have an internal industrial engineering or manage- 
ment engineering staff that may have done the same work? 

Mr. Stans. That is entirely possible; ves. 

Mr. Barry. We had recently presented to us the study of McKinsey 
& Co. entitled, “The Impact of Postal-Rate Increases,’ prepared for 
the U.S. Post Office Department, and there was some criticism leveled 
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as to the cost of that and other studies. I just wanted to get into the 
record that it is a wise policy pursued by up-to-date management 
throughout the Nation in business enterprises, and also to sustain 
from you that you, as Director of the Bureau of the Budget, employ 
the same practices, and so far as you are concerned, you recommend 
that other departments do, in order to keep the cost of Government 
down. 

Mr. Stans. We do on many occasions. 

Mr. Barry. Thank you very much. 

Mr. Gross. Mr. Stans, do you agree with this policy that has 
sprung up in Government in all agencies and departments that they 
go out and hire consultants to do all the things that are being done 
today? 

Mr. Srans. Mr. Gross, I think it depends upon the particular 
project. 1 think there are many, many reasons for employing outside 
management engineering consultants. For one thing, you take the 
bias out of issues that an internal organization might not be able to, 

Mr. Gross. Take what out? 

Mr. Srans. The bias, the prejudices, that people have within an 
organization are ¢ avoided by bringing in outside consultants who have 
nothing at stake except their reputations. You infuse new ideas, new 
thinking into an organization that many times follows a certain 
pattern of thinking. You bring special technical and scientific skills 
that an organization may not contain. 

Mr. Gross. We have another witness here, but sometime I would 
like to sit down with you and go over some of these management 
surveys that are being conducted, that we are paying for all too often 
on a cost-plus basis. I would like to sit down and talk to you. 

Mr. Srans. I would be happy to. I would not for a moment 
intend to convey the idea that I would approve of every management 
survey that has been made in Government. 

Mr. Gross. I would hope you would not. I appreciate that 
answer. 

Mr. Barry. Nor would I. 

The CuarrMaANn. Thank you very much, Mr. Stans. 

The committee will next hear from Mr. Julian B. Baird, Under 
Secretary of the Treasury. 


STATEMENT OF HON. JULIAN B. BAIRD, UNDER SECRETARY 
OF THE TREASURY 


Mr. Batrp. Mr. Chairman, I am glad to have the opportunity to 
appear before your committee in support of H.R. 11140. As you 
know, the provisions of this bill would increase postal revenues by an 
estimated $554 million in the fiscal year 1961. This is the amount 
required to place the postal service on a self-sustaining basis in 
accordance with the policy laid down by the Congress in the Postal 
Policy Act of 1958. The intent of this legislation was that postal 
rates should be adjusted from time to iime so that postal revenues 
would properly cover total postal costs, except for those costs directly 
attributable to particular public services. 
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It is clear, therefore, that the Congress is not measuring up to its 
own standards of responsibility if it permits chronic postal deficits to 
continue. Postal deficits since 1946 have totaled $6.8 billion. As a 
result, additional interest charges of more than $200 million a year 
have been added to the current Federal budget. Furthermore, an 
amount of this general magnitude will, in effect, be added to the bur- 
den of future generations in perpetuity, and the amount will tend to 
grow further if future operations of the postal service are not on a 
self-sustaining basis. 

The passage of H.R. 11140 is an essential part of the President’s 
program leading to a $4.2 billion budget surplus projection for the 
fiscal year 1961. Failure to meet the need for a postal rate increase 
will materially reduce this budget surplus. 

The President’s projection of a $4.2 billion surplus in his January 
message on the state of the Union was heralded around the world as 
the single most effective action to dampen the surge of inflationary 
pressures which had built up in our Nation during the preceding 18 
months. It has already had that effect. 

The President’s decision, despite the appeal of tax reduction, to 
apply the projected $4.2 billion surplus to a reduction of the public 
debt in fiscal year 1961 was a wise and courageous step. A prospect 
of a budget surplus is always open invitation to carve it up either 
through increased spending for projects which, though they may be 
desirable, are beyond what we should prudently undertake, or through 
a reduction in tax rates. We firmly believe that the American people, 
together with their elected representatives, have the vision and com- 
monsense to resist these pressures. 

I would like to remind you of two facts which are extremely impor- 
tant. In the first place, the application of a $4.2 billion surplus to a 
reduction of the public debt in fiscal 1961 represents only a 1!4 percent 
cut—a very modest figure—in the debt outstanding. Secondly, the 
$4.2 billion surplus, impressive though it is, will permit us to offset 
less than one-third of the combined deficits aggregating $15.2 billion 
which the Federal Government incurred during the 2 fiscal years, 
1958 and 1959. Although recession born deficits are an accepted part 
of our basic philosophy of fiscal policy, much of that acceptability is 
lost if we fail to offset those deficits during succeeding years of 
prosperity. 

We are now entering the decade of the 1960’s with a genuine pros- 
pect for vigorous economic growth and higher standards of living. 
We are still in an environment of international tension. Our ability 
to meet both the opportunities of the sixties and the continuing threat 
to our national security depends on our financial soundness. 

The American dollar is sound today. It is held abroad as the 
principal reserve currency of the free world. It has earned the con- 
fidence of Americans as they watch carefully the Government's efforts 
to do everything it can to sustain the purchasing power of our 
currency. 

The current strength of the American dollar rests to a considerable 
extent on the steps which the Government has already taken to con- 
duct its financial affairs prudently. Its future strength depends on 
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the continuation and redoubling of our effort in the years ahead. [hn 
this effort, responsible fiscal policy—which includes a self-sustaining 
postal service—must shoulder major responsibility. 

That comples by statement, Mr. Chairman. 

The CuarrMan. Thank you, sir. 

Are there any questions of the Under Secretary? Mr. Gross. 

Mr. Gross. Mr. Secretary, the American dollar is 47 cents in terms 
of purchasing power, is that right? 

Mr. Barrp. That is about right for prewar purchasing power, yes. 

Mr. Gross. As I understand it, foreign banks, institutions, individ- 
uals, corporations, and so on and so forth, hold about $11.5 billion 
of our long and short term securities, Treasury notes, and so on, is 
that about right? 

Mr. Barro. It is larger than that. It is about $17 billion. 

Mr. Gross. Your office only last week told me it was $11.5 billion. 

Mr. Batrp. I think there is a confusion, isn’t there, between the 
figures of the officially held dollar claims and the total dollar claims 
of foreigners? 

Mr. Gross. I am talking about their holdings of our securities. 

Mr. Bartrp. Those are dollar claims, largely Treasury bills and 
commercial paper. The total official and nonofficial figure is about 
$17 billion. 

Mr. Gross. That is even worse than I anticipated. Now, they 
pay no taxes, do they? 

Mr. Batrp. No, they pay no taxes. 

Mr. Gross. Do you think that is one loophole that ought to be 
plugged? 

Mr. Barrpv. No, I do not. I think if you want to be an interna- 
tional monetary center in New York, you want |to attract foreign 
balances. You don’t want them withdrawn. I don’t think you put 
taxes on them. 

Mr. Gross. Can they withdraw those balances in gold? 

Mr. Bairp. The official balances can be withdrawn in gold, not the 
nonofficial. 

Mr. Gross. I assume that $11.5 billion figure that has been given 
to me can be withdrawn in gold. Are you saying that these foreign 
companies and banks should not pay taxes on U.S. securities? 

Mr. Barrp. I do not. 

Mr. Gross. I could not disagree with you more. 

Mr. Barrp. We have reciprocal agreements on taxation. They 
don’t tax ours and we don’t tax theirs. 

Mr. Gross. I understand that. Just as the United Nations em- 
loyees pay no Federal taxes to the Federal Government. I don’t 
ike that, either. 

Mr. Barrp. We have more investments abroad, sir, than they 
have here. 

Mr. Gross. Sir? 

Mr. Barrp. We have far more investments abroad than they have 
here. 

Mr. Gross. That still does not make it right, as far as I am con- 

cerned. 
The CuarrMAN. Are there any other questions? 
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Mr. CunnincHam. Mr. Chairman, there is one thing I would like to 
ask about. It is estimated that these increases, if enacted into law, 
come to a figure of $554 million. All of-the second and third class 
would primarily be business mail such as direct-mail advertising. It 
is testified that about 75 percent of the letter mail would be business 
mail. That means that this additional increase in the rates, if you 
took as a base that 75 percent of the letter mail would be business mail, 
and 100 percent, probably, for second- and third-class mail, if these 
rates are increased to that degree, then their postage costs would be 
higher and that would be an additional expense in doing business, 
which would cut down their profits and perhaps reduce the taxes they 
pay to the Federal Government. I was wondering if there is any way 
of knowing, or if any study has been made as to how much tax revenue 
would be ou. 

My point is that if this rate increase went into effect and the Post 
Office Department took in more money as a result, how much less 
would the U.S. Government lose in tax revenue? I don’t think that 
this $554 million would be a total gain. It would be to the Post 
Office Department, but it would not be to the Government as a whole, 
if there are going to be reductions in taxes. 

Mr. Barrp. Mr. Cunningham, you raise quite a broad question 
there on which a lot of tax experts disagree. But I think the experi- 
ence in the corporation income tax through the decades shows that it is 
primarily like a sales tax collected at the source and passed on in price. 
As long as all competitors pay it, there is no difference whether the 
extra cost is the tax or wages or the cost of supplies. It is part of the 
cost of producing. It gets passed on. You can take figures of certain 
businesses that are conducted very much the same as they were in 
1913 before there was any corporation income tax—the mail-order 
houses are one. You will find that their percentage of profit, whether 
they paid no tax or whether they paid 52 percent or 90 percent during 
the war, is about the same, indicating when all competitors are taxed 
it gets in the long run passed on to the consumer in the prices. There 
is a little bonus to the inefficient, the man who does not make any 
profit. He has a few years of grace to live because he pays no taxes. 
There may be a social benefit to it in that. I don’t think we would 
want to feel that business in the sense of the stockholders bear the 
corporation taxes. 

Mr. Cunnincuam. Then there would be no substance to the 
question I raised. 

Mr. Barrp. Very little over the long run. 

Mr. Cunnincuam. Unless they absorbed that themselves out of 
their profits. 

Mr. Barirp. If you were taxing one business and its competitor did 
not pay it, yes, but if they all pay it, there is no way this mail order 
house, let us say, or a house that is using a great deal of postage of 
some sort, can distinguish between costs arising out of postage and 
out of labor. We don’t think if the cost of labor goes up that it 
decreases our tax take. In fact, labor economists tell us that it 
increases our tax take. 

Mr. Cunnincuam. Thank you. 

Mr. Batrp. I don’t happen to subscribe 100 percent to that last 
statement. 
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The CuarrMan. Are there any other questions? If not, thank you 

very much, Mr. Under Secretary. 

his concludes the hearings this morning on the postal rate legis- 
— The hearings will be resumed next Tuesday morning at 10 
o’clock. 

The committee will now stand in recess. The House will not be in 
session tomorrow, and a number of members are going to New York 
City over the weekend, and for that reason the committee will not 
meet tomorrow. 

(Thereupon at 12:05 p.m., the committee recessed until Tuesday, 
May 17, 1960, at 10 a.m.) 
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TUESDAY, MAY 17, 1960 


House or REPRESENTATIVES, 
CoMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
Washington, D.C. 

The committee met at 10:05 a.m., pursuant to recess, in room 215, 
House Office Building, Hon. Tom Murray (chairman of the committee) 
presiding. 

The CHAtRMAN. The committee will come to order. The hearings 
will be resumed on the postal rate legislation now pending before the 
committee. 

The session this morning is devoted to the representatives of the 
third-class mail users. The first witness is Mr. Harry J. Maginnis, 
who is executive manager of the Associated Third-Class Mail Users, 
Washington, D.C., accompanied by certain members of his association, 
whom you may introduce, Mr. Maginnis. You may proceed in your 
own style. 


STATEMENT OF HARRY J. MAGINNIS, EXECUTIVE MANAGER, 
ASSOCIATED THIRD-CLASS MAIL USERS, ACCOMPANIED BY 
THE FOLLOWING MEMBERS OF HIS ASSOCIATION: RAY 
THOMAS, CASSIDY-RICHLAR, INC., PHILADELPHIA, PA.; LOU 
JEPSON, WALTER DOUGLAS, INC., SEATTLE, WASH.; RICHARD 
RICHARD C. TAGGART, W. A. STORING CO., COLUMBUS, OHIO; 
BERNARD FIXLER, CREATIVE MAILING SERVICE, INC., FREE- 
PORT, LONG ISLAND, N.Y.; W. H. SCHLOSSER, WESTERN AUTO 
SUPPLY CO., KANSAS CITY, MO.; AND JOHN TILLOTSON I, 
MODERN HANDCRAFT, INC., KANSAS CITY, MO. 


Mr. Maarnnts. Thank you, Mr. Chairman. 

I have two documents, a prepared statement and a small booklet 
we produced. I have asked to sit with me Mr. Ray Thomas, of 
Philadelphia, who was 46 years in the post office, and the postmaster 
of Philadelphia for 9 years. I hope he will be able to describe for the 
committee the manual handling of third-class mail in a post office 
and describe the nature of the deferment of service it receives. 

The CuHarrMaAn. Very well, sir. 

Mr. Maarnnis. It has been my great constitutional privilege to 
appear before this committee on several occasions. In each instance 
I have sought to provide some useful facts about the complex postal 
rate and policy issues. 

97 


you 

10 
ork 
not 
ay, 

7 

j 


POSTAL RATE REVISION 


I recognize the vital role this committee and the Congress play in 
establishing equitable postal rates and a sound postal policy. On the 
one hand you are urged by the executive branch to do what many 
consider impossible, namely, achieve a break-even Postal Establish- 
ment; and on the other you face the appeals of business mailers who 
view the proposed rates as unnecessarily burdensome and destructive, 
Eventually, each member has to decide whether the course charted 
by the Department is correct or whether the action we propose is in 
the best interest of the Republic. You cannot make this decision 
without detailed, accurate, and pertinent information. It is my 
primary aim to provide such information. 
In the beginning I should like to emphasize that the Department 
bases its case for even higher postal rates on five documents: 

1. The Postal Policy Act of 1958. 

2. The Cost Ascertainment Report. 

3. The McKinsey Report. 

4. The Post Office Department ‘Survey of Postal Rates.’ 

5. The Department of Commerce and ‘Small Business Admin- 

istration Impact Surveys. 

This is a lot of reading material. I doubt that many of you have 
found time to do more than browse in all this literature. I have 
studied all of the documents carefully. It is to be regretted that the 
Post Office Department has given you a distorted view of much of this 
material, either by misrepresentation or by omission of data. 
I submit that if you really study the documents you must conclude 
that the present rate of $20 per thousand on bulk third-class mail is 
eminently fair and that the rates of $30 and $35 per thousand proposed 
by the administration and by 11 individual Members of Congress 
would, if adopted, have the most damaging effect on a vital segment of 
our economy. 
Having been here before, I anticipate the first question to be asked 
me, and [ will try to answer it now. 
Mr. Maginnis, you have complained in the past that third-class rate increases 
would be harmful, yet the volume of such mail has continued to rise. What is 
your answer to that? 
My answer is this: 
We did complain in 1953 that Mr. Summerfield’s proposal for a $20- 
per-thousand rate would be harmful. We still contend that it would 
have been then. Fortunately, the Congress agreed with us. It 
refused to hike postal rates until 1958, 5 years later. As a result, the 
direct-mail industry of the United States remains healthy. The Con- 
gress can take credit for that. 
Of course, it should be remembered that the rate bill enacted in 1958 
was not the same as that proposed in 1953. The Department had 
raised its sights on bulk third-class mail. It asked for a $25-per-thou- 
sand rate. Once again the Congress acted with restraint. It jumped 
the rate from $15 to $25 a thousand in two $5 steps, the first of which 
went into effect on January 1, 1959. Congress delayed the second- 
step increase until July 1, 1960. That is 6 weeks hence. Third-class 
mail users are hoping that they can absorb without financial distress 
this heavy additional rate burden. When it goes into effect 6 weeks 
hence, they will have suffered a 150-percent increase since 1952 in a 
major cost of doing business. 
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Inasmuch as the Department’s costs have advanced only 112 percent 
since 1946 and the cost-of-living index has risen but 114 percent, bulk 
third-class mailers have a right to point to the record and say 150 per- 
cent is too much. And that is without any further increase not al- 
ready in the law. If you approve the administration bill, it would be 
200 percent. 

At this point it might be well to say something about the ‘““Com- 
merce Department Impact Report on Bulk Third-Class Mail.” As 
members know, this study was authorized in the 1958 Rate Act for 
the purpose of determining whether the $20 rate and the $25 rate 
would have an adverse impact on bulk third-class mail users and the 
economy as a whole. The study was completed at a cost of $200,000 
after 18 months’ hard work by many devoted civil servants in the 
Commerce Department and the Bureau of the Census. A wealth 
of data was collected on a very misunderstood and much maligned 
advertising medium, bulk third-class mail. 

It was probably some testimony of mine which led to the taking 
of the survey. In 1957, Congressman Porter questioned my claim 
that third-class mail sold goods and services having a value well in 
excess of $20 billion annually, that it provided full-time or part-time 
emplyment for 4 to 5 million Americans, and that it generated sub- 
stantial tax revenues for all levels of government. The Secretary of 
Commerce was called in, but could provide no useful information, 
his sprawling agency having none dealing with third-class mail. It 
was then suggested that he gather some for the edification of the 
committee. 

Provision was then made for an all-out study of bulk third-class 
mail, and it was included in the 1958 Rate Act. 

Unfortunately, Secretary Mueller’s report does not contain the 
vital information which Congress sought. 

If you will look to questions 5, 6, and 7 of the questionnaire 
accompanying the Commerce report, you will observe that data 
was gathered from bulk third-class mail users with regard to total 
sales, employment, and net income. But the facts uncovered are 
not in the report. Why this vital information has been withheld, I 
cannot say. 

Mr. Corsertr. Mr. Chairman, may I interrupt? 

The Cuarrman. Mr. Corbett. 

Mr. Corserr. Mr. Gross, I believe, earlier raised some question 
about this report. It was authorized and some $200,000 spent. I 
have not read it in full, but it seemed to me that to some of the 
pertinent questions which were asked, the answers never appear in 
the report. 

Did not the gentleman just say that many vital answers were not 
included here? He implied that he had read this report thoroughly. 

Mr. Maarnnis. I have gone over the impact study line by line, 
Mr. Corbett. The questionnaire is a part of the report. I might 
say that our people, the direct mail industry, sat down with the Bureau 
of the Census people and the Commerce people on three different 
occasions, designing a questionnaire which would develop the data. 
The most important questions were those which had to do with total 
sales, total employment, and net income; and these questions were 
answered by 85 percent, I understand, of those who answered the 
questionnaires, and 18,000 questionnaires were answered by direct 
mail users. 
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This, it seems to me, is vital information in determining the size 
of this industry and what rates do to it in the way of employment, 
sales, and taxes. But, as I say, 1 do not know why the information 
has been withheld. 

I do go on with this sentence, Mr. Corbett: I do know that Mr. 
Porter recently asked for the information. I suspect that the facts 
will show what I have been claiming all along—third-class mail is 
an extraordinary sales tool in the hands of countless thousands of 
small business mailers. 

Mr. Corserr. Well, Mr. Chairman, regardless of what these 
answers are, why should we not insist that this information come to 
the committee? What in the world do we spend money for, to make 
a report and then not get the information? 

The CuairmMan. That is a question we should put to the Depart- 
ment of Commerce. 

Mr. Corzerr. Well, the information is just not there. That is 
all I have to say, but I think we ought to have it. 

The CHarrMan. All right. 

Mr. Maainnis. Mr. Mueller, in commenting on the Commerce 
report, had this to say: 

* * * the rate increase had no applicable effect on the economy as a whole and 
no significant impact on the users of third-class bulk mail generally. 

Mr. Mueller then goes on to state his reeommendation— 


that the second step increase in bulk third-class mail rates, beginning July 1, 1960, 
should become effective at that time. 

In addition, Mr. Mueller adopts the role of postal rate expert and 
states that third-class mail will be subsidized even after the burden- 
some rate of $25 goes into effect next July. In short, he used the 
occasion to second the administration’s newest rate bill, although the 
$200,000 report contains not a word to support his claims. 

What are the facts contained in the report? Just the opposite of 
what Mr. Mueller has stated in his covering letter. How, for instance, 
does the following language from the report square with Mr. Mueller’s 
recommendations: 

* * * some elements of business heavily dependent on bulk third-class mail 
for their operations have been affected unfavorably by the rate increase. 

* * * for certain groups of mailers the impact of added postage costs was 
appreciable. 

To summarize, greatest response of those firms most highly dependent upon 
direct mail business showed a decline after the rate increase. 

Firms specializing in direct mail did not fare as well profitwise as those least 
dependent upon this type of business. 

To summarize, gross receipts of those firms most highly dependent upon direct- 
mail business showed a decline after the rate increase, but no significant change 
occurred in the receipts of the other firms involved in direct-mail activity. 

I suppose that Mr. Mueller can explain away the language of his 
transmittal letter by pointing out that he used the word “generally” 
when claiming that there would be no impact on users of bulk third- 
class mail. The mail order house in Maine or North Carolina cares 
little about the minimal effect on General Motor’s bulk mailings. 
These small business firms fall within the category of those mailers 
mentioned in the body of the report who depend heavily on direct 
mail for sales. Unlike John Donne’s philosophy, when the bell tolls 
for my friend Ed Meyers, the mail-order lobster salesman in Damaris- 
cotta, Maine, it will not also be tolling for G.M. 
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One other comment on the Commerce report. The law authorizing 

the study was clear in its directive. A separate study of the in- 
creases—note the plural—in the rates of postage in third-class bulk 
mail was ordered. No effort was made to determine the probable 
impact of the $25 per thousand rate due to go into effect July 1. On 
this issue the report very intelligently stated that— 
No attempt has been made to assess the probable impact of the second bulk 
third-class rate increase scheduled to become effective July 1, 1960. It was felt 
that such an assessment at_this time, lacking a factual basis, would necessarily be 
speculative. 

However, Mr. Mueller chose to ignore the warning contained in 
his own report and urges this committee and the Congress to engage 
in speculation. I feel certain members will want a more “factual 
basis’ upon which to make a decision. 

So much for the Commerce report. The Small Business report is 
not much different, its conclusions being based on the same Bureau 
of the Census data. It did, however, comment that its report was 
colored by the fact that the two periods covered by the survey oc- 
curred in one instance (the first 6 months of 1958) during a slight 
recession, and in the other (the first 6 months of 1959) during high 
prosperity. 

I should like now to comment on the $137,000 McKinsey study. 
This prominent firm, on pages 2—24 of its report, states: 

Our analysis of direct-mail operations leads us to conclude that the cost of 
postage alone is seldom, if ever, the factor that governs an advertiser’s decision 
to use direct mail. 

That conclusion ranks with the Chicago Tribune headline of 1948 
which claimed “Dewey Wins.” 

Witnesses will appear after me today who are fully qualified to 
supply the committee with chapter and verse on the fallaciousness of 
McKinsey’s conclusion. I can only express the hope that other 
Federal departments having contracts with management consult- 
ants will get better advice, and at less cost. 

I should like now to discuss the Post Office Department’s ‘Survey 
of Postal Rates.’”’ This 118-page document was prepared, we are 
told, to meet the requirements of the Postal Policy Act of 1958. The 
survey contains just about everything but the kitchen sink, yet it 
studiously avoids reproduction of the entire statute which prompted 
its preparation and release. One may very well ask, ‘““Why?” 

I believe 1 know the answer. 

In order to achieve a 140 percent cost coverage for first-class mail, 
the survey stresses the language of the 1958 Postal Policy Act as 
follows: 

Seetion 103(c)(2) directed that the allocated cost of first-class mail should be 
considered simply as the starting point in arriving at a basis for rates. Postage 
should be sufficient to cover these costs, plus ‘“‘an additional amount representing 
the fair value of all extraordinary and preferential services, facilities, and factors 
relating thereto’’. 

The survey then describes in some detail the preferential service 
accorded first-class mail, the extra benefits it enjoys, and so forth. 
In short, the Postal Policy Act is used as the principal witness on 
behalf of a 5 cents an ounce first-class rate. A second Department 
witness is the argument that first-class mail “historically”’ has paid 
140 percent of its allocated costs. 
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One will search through the survey long and hard, however, with- 
out ever finding any mention of the Postal Policy Act of 1958 as it 
applies to the deferred, fill-in category of mail, third class. 

The language of the Policy Act of 1958 as it relates to third-class 
mail is conveniently forgotten. 

In order that this withheld information may be before the com- 
mittee, | have reproduced the Policy Act in its entirety and include 
it with my testimony. 

Mr. Rees. You say it was conveniently forgotten. Do you mean 
deliberately? 

Mr. Maainnis. Yes, sir; l would substitute the word ‘‘deliberately”, 

Mr. Rees. By whom? 

Mr. Maarnnis. By the Post Office Department. 

The new members of the committee will want to study the act 
carefully. It was the product of long and gruelling discussions, 
hearings and meetin which started with the efforts of the late Con- 
gressman Hagen of Rtiundesta and continued through the rate hear- 
ings of 1957, after which it was finally enacted into law. 

I should like to emphasize here the pertinent parts of the act which 
relate to postal ratemaking: 

(1) In the determination and adjustment of the postal-rate struc- 
ture, due consideration should be given to— 

(A) the preservation of the inherent advantages of the postal 
service in the promotion of social, cultural, intellectual, and com- 
mercial intercourse among the people of the United States; 

(B) the development and maintenance of a postal service 
adapted to the present needs, and adaptable to the future needs, 
of the people of the United States; 

(C) the promotion of adequate, economical, and efficient postal 
service at reasonable and equitable rates and fees; 

(D) the effect of postal services and the impact of postal rates 
and fees on users of the mails; 

(E) the requirements of the postal establishment with respect 
to the manner and form of preparation and presentation of mail- 
ings by the users of the various classes of mail service; 

(F) the value of mail; 

(G) the value of time of delivery of mail; and 

(H) the quality and character of the service rendered in terms 
of priority, secrecy, security, speed of transmission, use of facili- 
ties and manpower, and other pertinent service factors. 

None of these things is mentioned in any of the Department 
literature, yet they are the law of the land. 

As pointed out, much thought went into the above ratemaking 
formula. It encompassed the ‘differential pricing’ theories advanced 
by Maurice Stans, at that time the Deputy Postmaster General. 
Without such a theory, the 3-cent first-class rate could not have been 
raised to 4 cents in 1958; and the Policy Act is being used this year 
to achieve a 5-cent rate. 

Unfortunately, the Policy Act has been abandoned by the De- 
partment in the case of third-class mail That is not playing the 
game according to the rules. If equity is to prevail and if disaster 
is to be avoided, this committee will have to overlook the factual 
evidence presented by the Department last week. 
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In order that all may better understand the economics of bulk 
third-class mail, I have prepared a booklet which explains the Stans’ 
principle of “differential pricing” as incorporated in the Postal Policy 
Act of 1958. I will ask that you leaf through a few pages with me. 
That is this little blue booklet, gentlemen, on your desk [displaying 
booklet]. 

On page 1, I set the groundwork for the whole booklet. Maurice 
Stans, before this committee on the last rate act, said: 

Third-class mail is paving less than its allocated costs, not as a subsidiary but 
as a recognition of the deferred service it receives and the lesser value 1t represents. 

And then, from the Department’s own survey of postal rates just 
submitted to this committee, it says: 

About 8 percent of third-class mail is presorted and tied prior to arrival at 
post offices. This results in a considerable saving in man-hours and the expense 
is correspondingly lower. 

I hope Mr. Thomas, the former postmaster of Philadelphia, will 
describe to the committee what these sortings and handlings are. 

There is a chart on page 5 which shows the peak hours used in the 
Department for first-class mail, and the slack hours. Mr. Thomas 
will touch on that chart. 

“Sound Business Practice Dictates’—if you will note on page 7 
the testimony of Maurice Stans before this committee, said: 

There are many common illustrations of differences in service rates dictated 
by factors other than costs. The differences between a straight telegram and a 
night letter, or between a day telephone call and an evening call, or between or- 
chestra and balcony seats in a theater or between advertising rates on cover 
space and inside space in magazine, or between various commodity rates for 
railway transportation, are all generally recognized. 

Then I give you a few figures there for rates for coach and first- 
class rates by airlines and railways; and in the ball park, if you want 
to sit in the bleachers it is 75 cents, whereas it is $3 at the first base 
box; and with telegrams and in theaters the same principle applies. 

If you get to the middle spread of the booklet, you will see dramati- 
cally portrayed the 150 percent rise already in bulk third-class mail 
compared with other rises. 

We then comment on the Department of Commerce study and 
ask why the information was withheld. 

We list on page 12 the users of third-class mail, which is just about 
everybody in the United States. 

Then we come down to the very last page and the very last para- 
graph and again quote the eminent Director of the Budget, for whom 
I have a very high regard, I might say. He says: 

To insist that each class of mail pay its fully allocated costs would be reasonable 
only if the Department then handled all classes of mail in sequence as received, 
with no priority or privileges given to handling of first-class mail. This would 
seriously delay letter mail and certainly would not be in accordance with the 
wishes of the public. 

Getting back to the prepared statement, Congressman Irwin asked 
Assistant Postmaster General Gillette last Tuesday a question which 
gets to the heart of the issue. Mr. Irwin wanted to know why the 
differential pricing chart contained in the 1956 cost ascertainment 
report does not appear in subsequent reports. Mr. Gillette’s answer 
was that there was no need for its inclusion after the enactment of 
the Postal Policy Act of 1958. 
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Gentlemen, the answer flies in the face of legislative history. The 
following quotes from the record of the 1957 postal rate hearings 
before this committee will thoroughly refute Mr. Gillette’s answer 
to Mr. Irwin. 

After introducing the “differential pricing” chart referred to by 
Congressman Irwin, the same one as appears in the 1956 Cost Ascer- 
tainment Report, Mr. Stans states, page 32: 


In the sixth colum, adjustments are made for the service factors which are not 
taken into account in the cost figures. The computations are recommended 
current applications of these factors, and follow a formula advanced by the 
epartment’s Committee on Cost Allocation in its report of January 27, 1954, 
This procedure is in accordance with the policy statement in title IT of this bill. 


And on page 219: 


This is done by the application of a formula that was set up in 1954 by a group 
of career executives in the Post Office who were familiar with the services given 
to each class of mail, the kinds of priorities each class of mail receives, the differ- 
ences in value and so forth. These career executives were assigned a specific 
problem of recommending to the Department the percentages of cost which each 
class of mail ought to pay, with consideration given to the variations in service. 

That committee reported that initially second-class mail ought to be paying 
50 percent of its allocated cost, that third-class mail currently ought to be ps ving 
75 percent of its allocated cost, and that the difference ought to be borne by first- 
class mail in consideration of the preferred service and attention that it receives. 


On page 221 of the 1957 hearings Mr. Stans points out that where 
two or three deliveries are made in business districts, they are made 
for the purpose of first-class mail. Third-class mail is also delivered 
if there is space in the bag, and is charged accordingly. The same 
thing, Stans said, happens with collections and in the case of railroad 
postal cars where extra space is available. He concludes: 


If we did not have to move first-class mail, we could operate the post office on 
an 8-hour day, from 9 to 5, like industry does. What happens is that in order to 
fill out an 8-hour night shift, we give our employees some second-class and third- 
class mail to handle after the first-class mail is out. This results in a charge 
against second-class and third-class mail for a portion of the night-shift differ- 
ential that we would not otherwise have to pay at all, if it were not for the fact 
that we set up night shifts to handle first-class mail. 


On page 225: 


I think it would clarify the matter still further to bring up this point. That is» 
to consider what would be the result if we did not adjust cost ascertainment for 
value of service factor, but rather to set postage rates to make each class of mail 
pay its full cost, without any adjustment. If we did that, then there would be no 
justification to giving priority to first-class mail. We would presumably handle 
first-, second-, and third-class mail in sequence as it came in. 

I think that would result in a deterioration of service that would be heard from 
one end of the country to the other. 


On page 229 of the same hearing Postmaster General Summerfield 
himself comments on differential pricing and the chart which the 
Department had included in the record of the hearings. He said: 
That is the basis on which we start our deliberations. And I might eall your 
attention to the fact that in determining the request for rate increases in this bill 
before you today, we are following out literally the instructions, the reeommend- 
ations of this body and the Congress as they passed the bill last year as to the 
statement of policy. 

To wind up this discussion of differentia! pricing, I have saved the 
best evidence of all for last. I refer you to a letter written by Assistant 
Postmaster General Gillette to Senator Everett M. Dirksen, on April 
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9, 1958. Here is the text, omitting only one paragraph no longer 
pertinent: 

DeAR SENATOR DirrRksEN: The Postmaster General has asked me to reply to 
your letter of March 31, 1958, transmitting a letter from Mr. Maginnis of the 
‘Associated Third-Class Mail Users relative to proposed adjustments in third-class 
postal rates. 

Let me state briefly the arithmetic supporting the Department’s proposed rate 
adjustments in third-class mail: 


Third-class mail, fiscal year 1956 


{Millions of dollars] 


Revenues (including credit of $6 million for preferential 3d-class rates) ......-- 272 


This $234 million is the actual loss in third-class mail when no consideration is 
given to service factors. It includes a credit of $6 million which is the amount of 
revenue lost to the Department owing to the special low rate enjoyed by nonprofit 
institutions. The Post Office Department, recognizing that third- class mail is 
of lesser value and received some deferment of service, discounted the cost of 
handling such mail by 25 percent. This revolutionary step, which provides 
long-term benefits to third-class mail users, was instituted by the present ad- 
ministration. The arithmetic of third-class mail would then appear as follows: 


Third-class mail, fiscal year 1956 


{Millions of dollars] 
Revenues (including credit of $6 million for preferential 3d-class rates) ____-- 272 


This $108 million represents the adjusted losses for fiscal 1956, the latest year 
for which complete data is available. However, postal costs will have increased 
substantially by fiscal 1959, the year in which the new postal rates will become 
effective. ‘To provide a realistic cost picture the Department added to third-class 
costs an additional sum to reflect a pro rata share of the higher costs of railway 
transport and postal wages contained in the President’s budget for fiscal 1959. 
This would add not less than $25 million to third-class costs, leaving a remaining 
loss of $133 million, which 1s approximately the amount of additional revenue 
which would be obtained from enactment of the postal rate bill. 

I hope that I have answered your questions satisfactorily. If additional data 
are required, please do not hesitate to advise us. 

Sincerely yours, 
Hyper GILLETTE, Assistant Postmaster General. 

Thus as recently as 2 yeare ago, Mr. Gillette was willing to wae | 
with the requirements of the Postal Policy Act as to third-class mail. 
As I indicated in my testimony, he has now found it convenient to 
ignore his own previous position. 

Judge Davis pointed out a few days ago that the Department is in- 
clined to take a year or period of years which best suits its Ee or 
He asked, for instance, why the year 1932 was selected instead of 1931 
when making percentage-increase comparisons for first-class mail. 

The practice of the Department in connection with the cost coverage 
of third-class mail presents even greater distortions. Members will 
note that the Department keeps referring to the fact that third-class 
mail paid 98 percent of its way in 1926. I purposely underline the 
year. 

The fact is that bulk third-class mail was not created by Congress 
until 1928. If you take the year 1926 and compare it with cost recov- 
ery in later years, you will be comparing grapefruits with grapes. 
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Here is the true, honest, reliable, trustworthy chart. It covers all 
of the years from 1929, the first full year after the bulk mail privilege 
was legislated, up to and including 1960. This is the Department’s 
own chart, eliminating these figures of 1926, 1927, and 1928. 

(The chart referred to follows:) 


Ratio of revenues to expenditures, Ist-, 2d-, and 3d-class mail, 1929-56 


| Expense coverage Expense coverage 

| (percent) | (percent) 

Ist 2d | 3d |} Ist 2d | 3d 
class | class class class | class | class 
———! | 

129.0 | 25.5 74.1 130.0 | 20.2 56.4 
121.0 | 22.1 112.9 | 19.0 51.3 
146.1 | 18.4 | 64.3 |] 113.8 | 18.7 53.8 
158.1 21.5 105.4 | 16.9 46.2 
1530.1 | 18.9 72.2 1953..... 108.8 | 18.3 57.0 
150.2 | 21.5 | 75.3 | Average 1926 through 1941__--} 140.5 | 22.9 | 77.1 
| 152.0 | 21.5 | 74.6 || 1956: Allocate postal costs, 
154.4 | 22.6 74.1 plus current pay increases 
Heer es 155.2 | 23.6 | 78.8 and costs paid by other 
156.6 | 23.8 75.6 || Government departments__| 96.8 | 19.5 52.3 
(2) (2) (2) | If H.R. 5836 is passed: Allo- 
146.1 | 21.4 71.4 cated postal costs, plus pay 
164.7 | 20.1 76.8 | increases, and costs paid by 
131.5 | 18.3] 61.5 | Government 130.1 | 29.2 | 77.7 


1 Without regard to reallocation of cost to recognize differential in service or value of mails. 
2 No figures given. 


Mr. Maarnnis. You will find that under first-class, the cost of 
recovery of third-class traditionally has been approximately 70 per- 
cent. It never got higher than 78.8 percent, a that the last Rate 
Act put it up to 77.7 percent. And it has a notation, this chart from 
the Department’s records, that that is without regard to reallocation 
of cost to recognize the differential in service or the value of the mails. 

If historical patterns are to be employed, then bulk third-class mail 
is more than paying its way. Maurice Stans asked for a 75-percent 
recovery from third-class mail. The last Rate Act produced a 77.7- 
percent recovery. To further increase the rate would be flying in the 
face of prudence and justice. 

That about completes my part of the third-class case. There are 
just a few miscellaneous items I would like to add. The Post Office 
Department is always quick to point to the 1951 law which compels 
Federal executives to charge a breakeven price for services and goods 
provided “‘identifiable’’ customers. The Post Office is the only 
agency of Government which achieves this goal. As a result, postal 
patrons paid into the Treasury during the 13-year period 1946-59 the 
grand sum of $32 billion. 

What have other agencies done? Here is one example. It demon- 
strates that Secretary of Commerce Mueller is just one of many 
Cabinet members who charge only nominal fees for services performed: 

I am not going to read this whole thing. 

(The material referred to follows;) 
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JERSEY PaTENT A BarGarn—Cosr U.S. $5,463 Bur You Can Buy 
Ir ror Two Bits 


WasHINnGTon (AP).—If vou like odd souvenirs, Uncle Sam will sell you a copy 
of the biggest patent ever issued—620 pages—for the bargain price of 25 cents. 

The Patent Office has paid $13.52 for each copy printed so far. What’s more, 
the 25-cent price tag doesn’t even cover the cost of mailing. 

The bulky patent, No. 2,925,957, was issued Feb. 23 to Amos E. Joel Jr. of 
131 North Wyoming Avenue, South Orange, N.J. It covers the automatic tele- 
phone billing system developed for Bell Telephone Laboratories in New York. 

Joel, a switching systems development engineer, has been employed by Bell 
Labs 20 years. 

Joel invented the device which automatically keeps track of all calls made from 
dial telephones, together with the charges. At the end of each month, it produces 
a carefully tabulated bill for each phone. 

Most patents contain about six pages but Joel’s includes 354 pages of diagrams 
plus 266 pages of printed material. It weighs 4 pounds, 2 ounces. The text runs 
about 398,000 words, or the length of five average novels. 

By law, anyone may buy a copy of any patent. The standard charge is 25 
cents. For the average six-page patent, this charge permits the Government to 
recover much of the printing costs. However, no provision is made for increasing 
the fee in an exceptional case like the Joel patent. 

The Joel patent had an initial printing of 204 copies and this job cost the Gov- 
ernment $4,141.60. Joel paid a standard fee of $30 to help defray this cost so 
— actually was out of pocket $4,111.60—or about $20.15 for each copy 
printed. 

; A second printing of 200 copies cost only $1,351.60 since the typesetting had 
already been done. That boosted the Government’s total expense for 404 copies 
to $5,463.20, or $13.52 a copy. 

If you lived in California and ordered this particular patent, the Government 
would spend an additional $1.21 to mail it to you. 

If an order were received from President Eisenhower, who lives two blocks from 
the Patent Office, the postage bill would be 30 cents. 

Before you take advantage of this bargain, remember that every copy represents 
red ink in the Federal budget. 

With this in mind, the Patent Office is limiting sales to one to a customer. 


Mr. Macinnis. What happened in effect was, the Patent Office 
will sell to anybody, the Russians or our own citizens, any patent for 
25 cents. Somebody came up with a patent to find out how you 


automatically bill the Bell Telephone customers. This fellow sent 
in his 25 cents, and here is the patent [displaying document]. I got 
a copy myself. It is five times as long as “Advise and Consent,” it 
cost $5,463 to reproduce copies of it, and they sent this fellow one for 
a quarter. It cost $1.70 postage simply to mail it to him. 

If Mr. Mueller wants to abide by the law, this is an “‘identifiable”’ 
customer. I bought it and should pay for it, and so should the other 
fellow. 

I point out that this applies in all agencies of Government. They 
simply do not charge anything but nominal fees. 

It seems pertinent to remind this committee at this point that the 
Post Office Department has far and away the best record in the 
Government insofar as recovery of its costs of operation is concerned. 
The Post Office takes in 85 percent of its expenses. No other depart- 
ment or agency even comes close to that excellent record. 

It should be noted that all 12 rate increase bills, including the 
administration bill, would seriously affect many worthy charities 
which use third-class mail. The 1958 rate increase law established 
a nonprofit third-class rate of 50 percent of the business rate. These 
charitable organizations—such as the Central Association of the 
Miraculous Medal in Philadelphia, the Franciscan Fathers of Indiana, 
the Missionary Servants of the Most Holy Trinity of Silver Spring, 
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Md.—now pay $10 a thousand. Under present law, their rate will be- 
come $12.50 a thousand next July 1. If the Post Office Department 
recommendation is adopted, the charity rate would rise to $15 on 
January 1, 1961. The other 11 bills before this committee would 
hit the church groups even harder by raising the charity rate to $15 
in 1961, plus a second-step increase to $17.50 in 1962. If you think 
these are unduly high rates for nonprofit charities like those I men- 
tioned, I agree wholeheartedly. 

I received recently an appeal for a contribution from Mrs. M. T. 
Broyhill, who is president of the Federal Association for Epilepsy. 
This is one of the finest, most humane activities yet brought to my 
attention. McKinsey & Co. may have some idea how this worthy 
undertaking will be affected if it has to pay so much more in postage. 
A product is not being sold. There is no opportunity to pass on a 
price increase. 

Many other worthy nonprofit organizations face the same problem. 
Father Flanagan’s Boys Town is a big mailer, as is the Billy Graham 
Evangelistic Association, which is one of my members. Postage 
hikes will simply reduce the amount of money available for their 
great humanitarian and religious causes. 

In a word, the proponents of a break-even Postal Establishment 
forget that this greatest arm of Government, so close to each American 
citizen, is worth far more than the 28 cents per person price tag which 
Mr. Summerfield puts on it. Aside from the culture which it spurs, 
the education it spreads, the commerce it assists, we all know that no 
national emergency could be faced successfully without the Post Office. 
I will cite you just two cases why that is so. In December 1941, a 
single, widely published picture of the sunken American ships at 
Pearl Harbor did more to steel the determination of the American 
people to fight to the bitter end than all of the enlistment posters 
printed by a concerned Government. America’s free press, aided by 
the Post Office, did the job. 

As for our world standing as a capitalistic nation, I need only 
mention that the most popular exhibit at the recent Moscow Fair 
was an American mail-order catalog. 

As I have said so many times, by establishing bulk third-class mail 
in 1928 a wise Congress gave rise to a great and broad industry. 
The fruits of that wise legislative decision should be apparent to all, 
Let us not now reverse the good that has flowed from that statute. 
I urge you to vote down the increases proposed by the Department 
for third-class mail matter. 

Also, I would strongly urge the committee to support legislation 
which would preserve the present $20 per thousand rate. No one is 
so wise as to be able to predict the future. The Congress asked the 
Commerce Department for help on the question whether or not to 
stop the $25 per thousand rate from going into effect on July 1. 
While the actual report raises a warning signal, Mr. Mueller has 
chosen to ignore the danger signs. The decision now rests with you. 
When you have heard the many witnesses who will follow me over 
the week, you will be convinced that the 100 percent increase already 
legislated on bulk third-class mail since 1952 is enough. That, at 
least, is my fond hope. 

The CuatrmMan. Are there any questions of Mr. Maginnis? 
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Mr. Davis. I do not have any questions, but I want to compliment 
Mr. Maginnis on a very thorough and well prepared statement. 

Mr. Maarnnis. Thank you. 

The CHarrMan. Mr. Rees? 

Mr. Ress. In view of the fact that each time you come before the 
committee you are so terribly dissatisfied with the manner in which 
these rates are arranged, would you go along with the idea, since this 
is 2 business transaction, and your people use the mail for business 
purposes, as I understand it——— 

1 Maainnis. That is quite true, sir, except for charities, 

Mr. Rees (continuing). Would you go along with the proposition 
that we follow the fourth-class mail practice and let the Interstate 
Commerce Commission fix the rates? 

Mr. Maarinnis. I am one who believes that within our Government 
the strongest arm is the Congress itself, of all the three parts of 
Government, and when the Constitution said that the Congress shall 
have control over postal roads, I believe rates should rest here and 
remain here. 

I think the decisions made in the case of fourth-class, for instance, 
have been very harmful to the economy, because the rates have 
gotten away from Congress. But that is another issue, and I am 
sure there will be testimony on it. 

Mr. Rers. Do you feel the rates are wrong on fourth-class mail? 

Mr. Maarnnis. I think it has led to a diminution of volume for 
the post office, it has hurt the small-package trade, and in the end 
Mr. Summerfield never gets the revenue he hopes to achieve by 
percentage rate increases. I think the Congress would be far wiser 
than some appointed executive in deciding the matter. 

The CuarrmMan. Mr. Porter, do you have any questions? 

Mr. Porrer. Mr. Chairman, [ apologize to the committee for 
being late. I have just come in from Oregon, where we have an 
interesting primary campaign. 

In looking over Mr. Maginnis’s testimony, I remember when I 
first heard him here I was impressed by his presentation. I have 
just had a chance to glance at this, and I am very much impressed 
be it. I see he quotes me in it today. 

I did write a letter to the Secretary of Commerce, and with the 
chairman’s permission, I would like to have the letter included in the 
record, bringing up the points which he mentions, and I have received 
no reply as yet. 

The Cuarrman. It will be included in the record at this point. 

(The letter referred to follows:) 

May 6, 1960, 
Hon. FrepericK H. MUELLER, 
Secretary of Commerce, 
Washington, D.C. 

Dear Mr. Secretary: In glancing through the survey of economic effects of 
third-class bulk mail rate increase, it seems to me some of the most vital infor- 
mation requested in your questionnaires has been withheld. For example, I 
refer to results which were obtained from items 4, 5, and 6 of the questionnaire. 
If these results were tabulated, and I would hope that they were, I would like 
very much to have them made available to me as soon as possible, 

It also seems to me that under the law, information was to have been collected 
with respect to the possible impact of the $25. per thousand rate on bulk third- 
class mail which is due to go into effect on July 1, 1960. On page 6 of the report 
this statement is made: 
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“No attempt has been made to assess the probable impact of the second bulk 
third-class rate increase scheduled to become effective July 1, 1960. It was felt 
that such an assessment at this time, lacking a factual basis, would necessarily be 
speculative.” 

Then in direct violation of this warning against speculation, I note that you 
go ahead in your covering letter to recommend that the second step increase in 
bulk third-class mail rates, beginning July 1, 1960, as provided in Public Law 
85—426, should become effective at that time. It seems pretty clear to me that 
we should have an idea about the impact of such increases on mail users if we are 
to be responsible in the making of rates. 

This question is all the more pertinent because the administration has recom- 
mended an increase in the bulk third-class rate to $30 per thousand. I understand 
this would represent a rate increase of 200 percent since 1952. It hardly seems 
logical to me to favor an additional $5 per thousand increase even before we have 
any basis for assessing the effects on business mailers of the $25 per thousand rate 
due to go into effect on July 1, 1960. It seems to me clear that the above quoted 
tanguage of the report is correct in stating that there is no factual basis to assess 
the impact of either the $25 or the proposed $30 rate. 

Ever since I have been on the Post Office and Civil Service Committee I have 
been concerned with the dearth of information concerning the users of bulk 
third-class mail. I looked to your report to give me information about gross 
sales, profits, employment, and taxes paid. It is frustrating to hear testimony 
from particular users but have no idea how they stand with respect to the general 
picture over the Nation. I believe there is reason to think that bulk third-class 
mail accounts for tens of billions of dollars of sales, large Federal tax payments, 
and substantial employment in all areas of the country. I know that the pear 
growers in my district depend greatly on third-class mail in order to sell their 
fine products. If bulk third-class mail is priced out of the postal service, there 
will, in my opinion, be great damage to the economy. I certainly think that 
it is not responsible on our part to resort to speculation and to avoid making our 
assessment on a factual basis. 

I hope that you will be able to provide me with all the data at your disposal 
concerning users of third-class mail. 

At least four bills (H.R. 11350, H.R. 11417, H.R. 11365, and H.R. 11438) 
have been introduced by administration supporters which would raise the rate 
on bulk third-class mail even beyond the official administration bill. In the 
absence of factual data about the impact of these recent increases on the users, 
coupled with the refusal of the Postmaster General to abide by the Postal Policy 
Act of 1958, I can see all the more need for factual data not included in your 
report. We on the Post Office and Civil Service Committee need to know the 
extent to which business mailers contribute to the economy by selling so much 
of the goods and services produced by American labor. 

We need to know how much third-class mail is the effective selling tool of small 
business in this country because we recognize that in the past the principal wit- 
nesses (outside of Government) who have supported rate increases have been 
the National Association of Manufacturers, the U.S. Chamber of Commerce, 
United States Steel, the Burroughs Corp., and Republic Steel. 

Because the rate hearings will be going on when you get this letter I would 
greatly appreciate all possible speed in giving me the data requested. 

Again I want to thank you for the many services you have rendered. With 
best personal regards. 

Sincerely, 
CHARLES O. Porter, Member of Congress. 

Mr. Corser. Will the gentleman give us the main features of 
that letter? I raised the question, not remembering that he had 
written it, as to where in the world this information was that the money 
had been spent to gather. The gentleman has gone into it more 
thoroughly than I have. I wonder if he knows the answer. 

Mr. Porter. Do I know the answer about the impact and about 
why the Secretary of Commerce did not include certain information? 

Mr. Corserr. What is it you wanted? 

Mr. Porter. I want the Secretary of Commerce to tell me what 
results he got from answers to questions,-items 4, 5, and 6 of his ques- 
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tionnaire, which would give us some idea of the scope of direct mail. 
This was the question | raised with Mr. Maginnis 2 or 3 years ago, 
about who we are talking about, what is the volume of direct mail, 
what is the importance of it? 

That is one aspect. And then the aspect of the impact of rate 

increases On these third-class mailers. What does it do to them in 
terms of their businesses? I would think that increases that we 
vrant here should keep in mind the impact on businessmen. 
' | was astonished and appalled at the lack of information. IT was 
hoping that the Secretary of Commerce would bring this out in his 
report; but it seems that he did ask the questions, but when he came 
up with his report, somehow these things did not seem to have been 
tabulated. 

If the gentlemen would like, I would be glad to read my letter so 
the gentleman can see more specifically what I had in mind. 

Mr. Corsett. | believe he has given us the main points. What 
the gentleman is charging, and I believe I should associate myself 
with that effort, is that these questions were asked, information was 
gathered, the $200,000 was spent and we do not know the, answers. 
Is that approximately what the gentleman is saying? 

Mr. Porrer. That is correct; and I hope that we will continue to 
seek these answers. I do not see how we can legislate responsibly 
unless we have some idea of the impact. of possible rate increases; 
and also—I suppose this point will be raised—I do not see how we 
can legislate responsibly unless we have separated the public services 
aspects as required in the Postal Policy Act of 1958. I suppose that 
is covered, because it is one of the points that he mentioned, I see, 
on the first page of his testimony. 

I would ask the witness if he cared to comment further on this 
matter of impact, although since I have not read all his testimony, 
perhaps I am just asking him to repeat what he has already said. 

Mr. Maainnis. The question of impact, Mr. Porter? 

Mr. Porter. Yes. 

Mr. Maainnis. My judgment on it is this: I think you asked me 
these questions in 1957, and I gave you an honest answer that I did 
not know, and that was what led to the Commerce report. They 
were supposed to bring back information to advise you about these 
things. 

I have 800 members out of 269,000 permit holders in America. I 
will say this: That the rate proposed by the administration does not go 
into effect until January of 1961. We have another increase facing us 
6 weeks from now. It seems to me that, if this committee does not de- 
cide to keep the rate at $20 a thousand, it should not commit the 87th 
Congress to a rate which will go into effect at that time. There will 
be plenty of opportunity to study the impact of the $25 rate when it 
goes into effect on July 1. 

Of course, there have been 11 other bills, as you know, which would 
inake the rate $35 a thousand, carrying another additional hike on 
January of 1962. 

I think it is irresponsible to commit another Congress without having 
experience of what happens with the scheduled rate increase. 

Mr. JOHANSEN. Would the gentleman let me interrupt at this point? 

Mr. Porter. Yes; I will be glad to yield. 
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Mr. JoHansENn. I recall some arguments being offered here about 
the pay raise due to some pending information, and that we ought not 
to commit the 87th Congress on that matter until we had the informa- 
tion. The upshot of that seemed to be the argument that we were 
just trying to stall. 

Either it is important for the 87th Congress to have information on 
both scores or it is not important on either. 

Mr. Porter. May I point out to the gentleman that we have a good 
deal of information in our records with regard to the proposed pay 
increase, the one we passed out of this committee. But what I am 
objecting to is that information that was gathered expressly to answer 
questions raised in this committee has not been tabulated; or, if it has 
been tabulated, it has been withheld. So we cannot make a judgment 
on matters that are pertinent. 

Mr. JoHANSEN. May I ask the gentleman—and not argumen- 
tatively, but strictly for information—has the Secretary of Commerce 
been asked for this information or asked to appear before the com- 
mittee to give it? ; 

Mr. Porter. The Secretary has been asked by a letter of mine of 
May 6 to him. 

Mr. JOHANSEN. I was not clear as to whether he got an answer. 

Mr. Porter. No; I have received no answer as yet. 

Mr. JoHANSEN. I would be perfectly agreeable—and I have not 
discussed this with the gentleman from Oregon or with the Secretary 
of Commerce—to asking him to appear here and give us his version 
of the matter. 

Mr. Porter. I| think it would be most pertinent, and I hope that 
will be done. 

Mr. Maarnnis. I think Mr. Johansen it goes beyond the question 
of impact. I think I have demonstrated in my testimony that ac- 
cording to Mr. Stans, who is a responsible Government official, part 
of this administration, that we will be paying our way under the 
1958 Rate Act. 

So, aside from impact, it is a question of whether you are going to 
overcharge these small businessmen. 

Mr. Porter. If we take the Postmaster General’s own figures 
right now—and I do not take them, because I do not think he has 
properly computed them. But if we take them, the second-class 
mailers will, at the end of the increase next year, be paying 26 percent 
of their allocated costs, whereas the third-class mailers, at the end 
of the next increase—what will they be paying? 

Mr. Maarnnis. About 77.7. 

Mr. Porter. So it does seem to me that if we are concerned about 
impact, we are concerned about narrowing that gap, we ought to be 
concentrating on the second-class mailers, and we ought to get more 
information with respect to what we are doing here before we take 
any action. 

I will read your testimony, Mr. Maginnis, and I apologize for not 
having been here to hear it. 

The Cuarrman. Are there any other questions on my right? 

Mr. Corbett? 

Mr. Corserr. Mr. Chairman, I would like to join in compliment- 
ing the gentleman on his presentation of the facts regarding third- 
class mail and the users thereof. I only hope that other members of 
the committee will take the opportunity to read this testimony. 
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I have found over the years that this is greatly misunderstood, 
and that because of the impact of the arguments of competitors for 
the advertising dollar, third-class mail has come under a lot of attack. 

1 think one thing that might be more emphasized is the small user. 
Here is the gentleman that is servicing what we would call a walk-in 
trade. He is going to put out so many circulars a year. It used to 
be that he paid $10 a thousand for them, then he paid $15, then he 
paid $20. He will be asked, after July 1, to pay $25 a thousand. 

It just stands to reason that the individual faced with those costs 
is going to reduce the volume of his coverage. 

Il am sure the gentleman agrees with that. 

Mr. Maarynis. I do agree. 

Mr. Corsetrr. And you made the further point that possibly the 
large user, because of the commodity he is selling, or because this 
represents such a small part of his budget, might go ahead using 
third-class mail as a direct advertiser. 

But my contention is and has been that the small user, the fellow 
who buys his printing at the local print shop. who services a small area, 
is just simply going to turn to some distributing agency or to some 
jocal paper or to some other means, whatever it is, rather than pay $25 
or $30 a thousand for smali circulars. 

[ am really not asking a question. I am just emphasizing a faet 
here, which I know from first-hand knowledge, having been in the 
printing business, having been a user of third-class mail in numerous 
cunpaigns, I simply am noi going to use it any more. It is too ex- 
pensive. 

The CHarrMan. Are there any questions over on my left? Mr. 
Foley? 

Mr. Foutery. Mr. Maginnis, I would just like to explore some basic 
aspects of the third-class use of the mail. 

First of all, is the deferral of processing of your material written 
into the law? Is it statutory that third-class inust be deferred? 

Mr. Maainnis. Yes, sir. 

Mr. Fotey. And vour study and recollection of the reason for the 
Congress writing that into law is based upon what particular facts? 

Mr. Macrnnis. In 1928 the Department came to the Congress and 
said this: “You have to hire a postal clerk for 8 hours.’’ The great 
flood of mail, if you will turn to the chart in my booklet, on page 5, 
comes in at 5, 6, 7 o’elock in the evening, and all time is devoted to 
getting out this premium category of mail, At the other hours, you 
have slack periods, and you have valuable postal employees. 

So they said, “We ought to do what the telegraph company does, 
have a deferred type of message.”” So they created this bulk third- 
class mail. 

Not only does he get the deferred service, but as Mr. Thomas will 
point out —and he is far better able to present this case than I—in the 
chart on the left you will find he takes care of any of the manual han- 
dlings of the mail before he brings it to the post office. 

Mr. Fouey. I was going to go into that later. 

Mr. Maarnnis. All right, sir. 

Then you have a situation where you have these valuable employes, 
and they do not have enough mail to handle. So, when things do get 
slack they say, ‘“Let’s take that pack of circular mail and work it.” 
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It is up to the supervisors in the Department to keep things going, 
So it is a fill-in category of mail. 

The other thing is that under the NIPS plan, about which you have 
heard so much from Paul Nagle, it is hoped to get 1-day delivery for 
first-class mail in all parts of the Nation. The best they hope to get 
on third-class is 7 days from coast to coast; so it is obvious it should 
cost less. 

Mr. Fotrey. What I was trying to find out is, whether the Congress 
wrote into the law in creating this new type of service, third-class 
bulk mail service, that it is to be deferred. A study of the legislative 
history of that particular provision in the law would reveal, in a sense, 
the information as to how much in conscience and in justice this third- 
class mail should bear in cost, because it is not getting the top treat- 
ment. I am asking you to tell us from your recollection and study 
what previous Congresses, if you recall, have indicated as far as this 
quid pro quo aspect. In other words, we are creating this particular 
service to fill slack hours in the post office, with the understanding 
that it will get deferred treatment; and since we are creating it to fill 
slack hours and therefore be a source of revenue to the Post Office 
Department which has previously been nonexistent, that the cost 
aspect of that service should be on some fixed basis in relation to first 
class, which is not deferred, as over against deferred service. 

I was just wondering on that point, through the years since 1928, 
what has the Congress stated in that regard. 

Mr. Maainnis. The Congress never stated anything until the Post- 
al Policy Act of 1958, which I go into in some great length. I quote 
here. They set up a formula. Mr. Stans was then the Deputy 
Postmaster General. He said, ‘“This has been going on for a long 
time, but let’s write it into the law.’’ So they did write it into the 
law. 

If you will point to that section of the law in my testimony on page 
7 you will find out that that is exactly what they did. 

If vou deny the Policy Act, then you have got to deny that first- 
class mail ought to pay more than its full allocated cost. 

You see, what they do, Mr. Foley——maybe this will descibe it in- 
telligently: If you were running the National Theater downtown and 
you had a thousand seats in the theater and you needed $4,000 to 
break even on a musical play, the Post Office, if they were running 
the National Theater would charge $4 for each seat. In other words, 
the balcony would be $4 and the orchestra would be $4. 

As a practical matter, the cost of each seat, the overhead on each 
seat is exactly the same, whether it is in the balcony or whether it is 
in the orchestra. This is true of the bleacher seat in the ballpark or 
the seat at first base. The costs are exactly the same. That is what 
shows up in the cost allocation figures. 

But as a practical pricing matter, you have to give a discount to 
third-class mail because of the deferment in treatment that it receives, 
and for first-class vou have to add an increment of costs because of 
the preferment. 

Mr. Fotey. On that point, I noticed on page 12 of vour testimony, 
vou carry certain averages up from 1926 to 1941. You show first- 
class averages 140.5 percent, second class 22.9 percent, and third class 
77.1 percent. 

Mr. Maarnnis. That is right, sir. 
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Mr. Fouey. According to Congress’ previous expression of values 
as between these three classes of mail, the preference for second-class 
is because of the educational, informational aspect of newspapers, 
magazines, and the like——— 

Mr. Maarinnis. That is right, sir. 

Mr. Foutry. As over against third class and first class. Is that not 
right? 

Mr. Maainnis. They give the lower cost recovery to second class 
for educational purposes, that is right, and the dissemination of 
information. I did not get your part about third class. 

Mr. Forney. I mean because third class is commercial in nature 
and is not fundamentally educational in nature, a higher cost require- 
ment has been applied to third class. 

Mr. Maainnis. That is true. 

Mr. Founy. If you know, what is the priority between first and 
second class, as far as processing in the Post Office is concerned? 

Mr. Maarnnis. Within second class, they do give what is called 
red tag handling to magazines and newspapers having a time value, 
a news value. So I, asa subscriber of the Wall Street Journal, have 
on my desk every morning at 9 o’clock with the first-class mail a 
4-ounce newspaper for which they pay 1 cent to have handled. This 
is red tag handling. I do not think you will find anywhere in the 
law any authority for it, but as a practical matter they do do it. 

I would say that third-class mail is handled after second class. I 
think Mr. Thomas, if we get him into this, might elicit some informa- 
tion on it. 

Mr. Foury. I just have one further question. 

You list, in this blue booklet called ‘‘A Deferred Service,” nine dif- 
ferent individual steps in mail processings; and if I read this state- 
ment correctly, each one of these nine steps normally handled by the 
Post Office Department as regards third-class mail is handled for the 
most part by third-class users. Is that correct? 

Mr. Maainnis. These are the things they do for first class, the nine 
things that are done by the mailer in connection with third class 
showing]. All these manual handlings are saved in the case of 
third-class mail. 

Mr. Fotey. They are listed as pickup, hauling, deposit, facing, 
sorting, canceling, tieing, sacking, delivery check. 

Mr. Maainnis. That is right, sir. 

Mr. Fotry. Nine in all. Have you folks in your studies ever de- 
termined what increased cost would be placed upon the Post Office 
Department if vou third-class users, should we say, dumped this 
whole nine-step processing upon the Post Office? 

Mr. Maainnis. I will give you the perfect illustration of that. 

In Nevada, lowa, a small town of 3,500, is the Reuben Donnelley 
plant, with a thousand employees. They process mail for Proctor & 
Gamble, the soap coupons. They will mail 40 million at a time. 
They will take 6 months to develop the mail, get it all sorted and 
sacked up, and doing all these things. There are 11 people in the 
post office in Nevada, Iowa. 

Let us assume that Donnelley tomorrow decided to go first-class 
mail and turned over to these 11 employees 40 million pieces of un- 
sorted mail, that they had to sort, face, cancel, and tie. It would 
take, in our estimation, three centuries to dig out of it, at least. 
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Mr. Fotrey. Under the law, the Post Office Department would be 

required, would it not, to provide these nine steps of processing if the 

third-class user decided he was just going to bring his unsorted, et 

cetera mail to the post office and then the post office would have to, 

under the law, provide these services; would it not? 

Mr. Macrnnis. Yes; and I will answer it this way, if I may, Mr, 

Foley. 

The proposal was made on the House floor to eliminate third-class 

mail when the Rate Act was before it 2 years ago. It nearly passed. 

It failed to pass by only 12 votes. 

Let us assume that all third-class mail is eliminated. The Depart- 

ment would lose $400 million in revenue without a corresponding re- 

duction in overhead. Of course, if the 17 billion pieces suddenly 

became first-class mail, it would mess up the whole postal establish- 

ment. They are not geared to handle this additional volume of first- 

class mail. 

Mr. Fotey. What I am trying to get into the record is that the 

decision to take care of these nine steps of processing is made, as | 

read something here from another reference in this blue book, by 80 
percent of the third-class mail users presorting the mail in their own 
establishment, tying it up and delivering it, and the basic motive for 
that is to speed up the transmission of the third-class items. Is that 
not so? 

Mr. Macrnnis. Not to speed it up, but to take off the Depart- 
ment’s back all of the expense of manual handling of the mail. 

Mr. Fotey. I mean from a self-interest standpoint, rather than 
that of altruism. 

Mr. Maarnnis. Yes, to speed it up; yes, sir. 

Mr. Fotry. Is it not to expedite the processing of your third-class 
items that you do it? 

Mr. Maerynis. Oh, yes, In fact, many first-class mailers who have 
metered mail do break down and sort, in the hope of getting better 
service. They don’t have to do it by law, but they do do it. 

Mr. Foury. That is what I mean. From the survey of postal rates, 
page 3, you say: 

About 80 percent of third-class mail is presorted and tied prior to arrival at post 
offices. This results in a considerable saving in man-hours, and the expense is 
correspondingly lower. 

The other 20 percent of third-class mail users merely deposit their 
items with the post office, and the post office then has the additional 
duty under the law to sort, stack, tie, deliver, haul, and do all these 
other things that you list? 

Mr. Maarynis. That is right. 

Mr. Fotry. So, when we consider the fact that 80 percent of these 
users are saving the Government money, could you estimate approxi- 
mately, without being too farfetched in your speculation, what the 
annual saving to the Department is by this nine-step performance by 
the third-class users in their own establishments? 

Mr. Maainnis. Having brought an expert with me, I turn the 
question over to Mr. Ray Thomas, who will answer your question, 
Mr. Foitry. Could you make an estimate, Mr. Thomas? 

Mr. Tuomas. Congressman Foley, in connection with the reply to 
your question, 80 cents out of every dollar that is spent by the Post 
Office Department is utlized on manpower. Those first nine opera- 
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tions that are mentioned by Mr. Maginnis in his booklet all require 
manpower. If I were making an estimate, 1 would make a conserva- 
tive estimate and say that at least 50 percent of the total amount of 
manpower would be saved, at least 50. 

Mr. Foury. In other words, the fact that 80 percent of these third- 
class users do these nine steps themselves saves 50 percent of the 
manpower cost? 

Mr. Tuomas. I would say that; and that would mean 50 percent of 
the 80 percent, which would be 40 cents out of every dollar that would 
be spent. 

Mr. Fouery. So, is it fair to conclude from your testimony that the 
third-class-mail users provide $400 million in gross revenues to the 
Department, and that the amount of money saved by the 80 percent 
of the third class actually is not calculable, but if it were calculable it 
would be a rather large figure; so that the $554 million annual deficit 
would, because of third-class operations, be quite considerably more; 
would it not? 

Mr. Tuomas. Congressman Foley, I would put it in another way. 
I would say that the operations performed by the mailers eliminate 
the necessity of the Post Office Department expending another $400 
million: toward the mail. 

Mr. Foutey. Thank you very much. 

Mr. Lesinskt. Mr. Chairman? 

The CuarrmMan. Mr. Lesinski. 

Mr. Lestnsx1. I am sorry I had another commitment and could 
not get here earlier to hear your testimony, Mr. Maginnis and Mr. 
Thomas. 

I understand that the third clas»started in 1928 paying 98 percent 
of its way. Recognizing what you have cited here up to this point as 
quite correct, maybe Mr. Thomas can answer this question. 

What do you feel is the actual cost of handling third-class mail at 
the first-class rate? Proportionately, what does third class cost, 
compared to first class, to handle? Half as much? Two-thirds? 
Three-fifths? What is it? 

Mr. Tuomas. Congressman, first of all, if you will permit me to 
say this, in my opinion the basic structure on which the cost is deter- 
mined is fundamentally unsound. In all my years in the postal service, 
which numbered some 46 and began in 1912, when I started as a sub- 
stitute clerk and continued on through under seven different Presidents 
and four different changes of administration, I have come to the con- 
clusion, and definitely come to the conclusion, that the cost ascertain- 
ment figures are not fundamentally sound. I have a number of reasons. 

When Mr. Maginnis asked me to come here and_ testify—and 
incidentally, I do not want vou gentlemen to think I am out of work. 
Iam not out of work. Lam chairman of the planning board of Cassidy- 
Richlar, Inc., a direct mail advertising firm in Philadelphia that was 
establised in 1903. 

I do not have any prepared statement. This is my first effort in 
discussing postal matters before the Members of Congress. But when 
Mr. Maginnis asked me to testify I pondered long and seriously, 
because I felt that with my unsupported word, even though I was 
convinced that the third-class mail is more than paying its way, it 
would be futile for me to stand before you and tell you this. 
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What I did was to take this elaborate report of the Postmaster 
General, consisting of 118 pages, and I digested it thoroughly, not 
only once, but 11 times. When I had read it thoroughly and made 
some notes, | came to the conclusion that there was enough in that 
report that I could use to convince you gentlemen that third-class 
mail was paying its way. 

So with your permission, I have made some notes; I would like to 
read these notes and then comment on them in a brief fashion. 

Mr. Lesrnsxr. Mr. Chairman, I think Mr. Thomas should give 
his testimony, but I had a question that was not answered. 

Would you answer that question first? 

Mr. Tuomas. I would say this, Congressman. They have a 
figure in the cost ascertainment of 4.6 for third-class mail as against 
4.9. That is the overall cost. In my judgment, I would say that a 
conservative figure on the cost of third-class mail would be 2.4 per 
piece. 

Mr. Lesinsktr. 2.4, roughly one-half? 

Mr. Tuomas. Yes; a little more than one-half. 

Mr. Lesinskri. Thank you, Mr. Chairman. 

The CHarrMan. By whom are you employed now? 

Mr. Tuomas. I am employed by Cassidy-Richlar, Inc., a direct- 
mail firm located in Philadelphia. 

The CuarrMAN. What is its volume of third-class mail? 

Mr. Tuomas. It is one of the largest in the East. We have proc- 
essed on a national scale as high as 22 million pieces for firms like 
Scott Paper. We do business for General Electric and all the large 
concerns. We specialize in occupant mailings. It is on that basis, 
the experience that I have gained outside the postal service, coupled 
with the knowledge that I amassed over this small number of years 
that I have been in the service, that I have become convinced that 
third-class mail is more than paying its way. 

Mr. Lestnskr. Mr. Chairman. 

I think at that time, the record ought to show, you were the post- 
master in Philadelphia and started off in the ranks. 

Mr. Tuomas. I started in June 1912, and I retired at the close of 
business February 28, 1959. 1 was moved up successively from sub- 
stitute clerk, to regular clerk, to foreman, to assistant superintendent 
of delivery, to general superintendent of mails; and in July of 1949, 
when the present incumbent in Philadelphia, at that time the Honor- 
able Joseph F. Gallagher, was retired due to age, I was appointed 
acting postmaster. I was confirmed as permanent postmaster in 
October of the same year. So I served as postmaster from July 1949 
until February of 1959. 

Mr. Lesrnskt. Thank you, Mr. Thomas. 

Mr. Porrer. Mr. Chairman, I would like to hear the gentleman’s 
commentary on the Postmaster General’s report. 

The CHarrMan. Very well. 

Mr. Tuomas. I want to apologize first of all, gentlemen, for not 
having a prepared statement. You can see that there was no pre- 
consultation between Mr. Maginnis and myself on this, because he 
sort of reprimanded me on the fact that I did not have this. I did 
not know the procedure, and I want to apologize for that. 


The Cuarrman. Who invited you down, Mr. Thomas? Mr. 
Maginnis? 
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Mr. Tuomas. No; my boss suggested that 1 come down. He feels 
that this is a very critical situation, and he is a member of the organi- 
zation, and I imagine he made the arrangements with Mr. Maginnis. 

The CuarrMan. All right. 

Mr. Tuomas. In other words, | am here acting under orders like 
] did when I was in the post office. 

First of all, | would refer to page 57. I am quoting from this 
report. 

Mr. Corserr. Which report is the gentleman referring to? The 
Mchinsey? 

Mr. Tuomas. No; I am referring to the report of Postmaster 
General Summerfield which I think was presented to the Congress 
under date of April 15 of this vear, that 118-page report. 

Mr. Maarinnis. It is the survey of postal rates. 

Mr. Tuomas. The survey of postal rates. All of the quotes that 
J am mentioning here are taken directly from that report. 

Page 57—and | am quoting: 

The handling of pieces of mail is the principal cost determinant. 

Page 76: 

Matter mailed at bulk rates must consist of separately addressed, identical 
pieces, and the patron is required to pay a fee of $20 each year. The mailer 
must also sort, face, and tie out mail in direct packages whenever there are as 
many as 10 pieces addressed to any one post office. Such separations are also 
required for post office stations, and branches of the staion or branch form a 
part of the address. Bulk matter may be presented only at the post offices where 
the permit has been granted, or station designated by the postmaster. In no 
case may such mail be deposited in street letter boxes. 

I am going back to page 3, another quatation: 


About 80 percent of third-class mail is presorted and tied out prior to arriva 
at. post offices. This results in a considerable saving in man-hours, and the ex- 
pense allocation is consequently lower. 


Again I am quoting, on page 15: 

First-class mail volume cost and revenues, 1959, adjusted as above. 

I don’t know what that means, but it gives the average expense per 
piece as 4.09 cents. 

On third-class mail, on page 91, again quoting: 

Third-class mail, 1959, adjusted, average expense per piece, 4.6 cents. 

Then again, on page 15 and 81, respectively, this comparison on 
the percent of total costs of various handlings of first- and third-class 
mail appears: 

Collection and delivery. First-class, 31.2; third-class, 46.4. 

1 would like to elaborate on that later. 


Mail handling: First-class, 44.1: third-class, 30.4. Transportation: First-class, 
4.3; third-class 5.3. Other:— 


which needs further clarification as far as I am concerned— 


first-class, 20.4; third-class, 17.9. 


Now, according to the figures submitted by the Postmaster General 
in his current report to Congress, there is a variance of one one-hun- 
dredth of 1 percent per piece between the listed expense of the cost 
to the Department of processing and delivering first-class mail as 
compared with third-class mail. And this is seventy-three one- 
hundredths of 1 percent of the total cost. 
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Now, let me outline in detail the handlings that are necessary to 
process first-class mail. [I may have grouped some. The Depart- 
ment at one time mentioned that the handling on first-class mail 
ranged from 11 to 16. I think I have here about 15, and I would 
like to list them in order of operation. 

1. Collection from letterboxes. 

2. Transporting collections to distribution points. 

Unloading from trucks for processing. 

. Dumping mail on facing tables from pouches or hampers. 

. Facing mail for the sixth operation, which is the cancellation. 

. Making a primary separation. That means making a primary 
separation by States or directs. 

8. In large offices, making a secondary separation, which may 
entail more than one handling. 

9. Weare ready to move this, now. It is tving-out or loose-packing 
mail for dispatch. In this connection, I would just like to inject, and 
I think it is very pertinent, that I would say the first eighth of these 
operations, the post office never has to do on third-class mail. I can 
elaborate later on on some additional services that are voluntarily 
performed by third-class mailers in a competitive manner, to speed it, 
the handling of that class of mail. 

Again, I want to emphasize the Department’s own statement in 
their report, that 80 percent of the total volume of mail is presorted 
and tied-out before being deposited in the post office. 

We are being asked to accept the Department’s figures which 
appear on page 81, that it costs the Department 3.49 cents apiece to 
process this type of bulk mail, after practically all of the work except 
the transportation and other handlings is completed by the mailers. 
Again I mention that the overall cost of processing first-class mail is 
listed at 4.6 cents per piece, which is a reduction of only 13.5 percent 
per piece, as compared to third-class mail—and incidentally, the De- 
yartment sets a figure of 60 percent to represent the total amount of 
yulk third-class mailings being processed at the 3.49 cents per piece, 
and arrives at a much higher figure for the remaining 20 percent of the 
bulk mailings. 

Well, this is difficult for me to reconcile, because there is nothing 
in the regulations that gives a mailer any leeway in mailing a larger 
piece. They have to make it up just the same. That is in the regula- 
tions. So it is hard for me to reconcile why there is this increase in 
cost of, let me say, oversized pieces, because those mailings are pre- 
pared in practically the same fashion as the other 60 percent of the 
regular bulk mailings. 

Now we come to another phase of the third-class mailing, which is 
the single piece, which from departmental figures represents about 20 
percent of the third-class mailing. They are listed as costing the De- 
partment 5.34 cents per piece to process and deliver, as compared to 
first-class rate of 4.06 per piece. 

I know you gentlemen are aware of the fact that at Christmastime 
and at various other holidays during the year, a number of greeting 
cards are mailed. For purposes of economy, a number of people will 
use the third-class rate and drop them in the letter boxes. 

Well, the Department in the last few vears, | would say in the last 
5 vears, has been getting a lot of involuntary help on this: work, too, 
because the post office now is becoming more or less of a self-service 
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agency. Lots of work that was formerly done in the post office is now 
being done by the mailer. I can cite particularly this class of mail. 
The people at Christmastime, when they make them up, save one 
handling, because they deposit them in hampers that are labeled 
“City” and “Out of Town.” So automatically there is one handling 
saved on this. It is practically the same system that is used in han- 
dling the first-class mail in large offices, which I am very happy to 
state was inaugurated in Philadelphia, whereby we have letter boxes 
marked “City”? and “Out of Town’’; and we have convinced the 
people to make that separation and drop the mail in, which auto- 
matically saves one handling, which is a very important saving be- 
cause L would say in Philadelphia, based on iairly current iniormation, 
about 80 percent, which is a little high for the country, about 80 
cents out of every dollar goes toward manpower to face, cancel, and 
distribute the mail. So that is quite an item. 

Mr. Lesinsxr. Mr. Chairman? 

Mr. Thomas, as to third-class, is it not true that in a community 
like Philadelphia, where there are small cities in the surrounding area, 
the third-class mailer will deliver the mail of that city, of that com- 
munity, to that particular town; it does not have to be handled 
through Philadelphia? 

Mr. Tuomas. That is true. 

Mr. Lesinskr. In other words, it saves another step. 

Mr. Tuomas. That is true. I was going to come to that; but your 
statement is absolutely accurate. 

Mr. Gross. Mr. Chairman. 

Is it not true that third-class mailers deliberately avoid using 
the mails during the Christmas season, thereby further accom- 
modating the Post Office Department? 

Mr. Tuomas. That is right. As an illustration, in Philadelphia 
I keep in close contact with the postmaster and his subordinates. 
That is part of my job, to give them advance notice on when we are 
going vo have a large mailing, to work it out so that we will cooperate 
to the fullest extent with them. One of the features of that is, at 
Christmastime, the third-class mailers—I am saying this as far as 
Philadelphia is concerned, and I think it applies generally throughout 
the year. December is an important month for third-class mailers, 

Mr. Lesinski. Yes, for two reasons: One, because it is an im- 
portant month for third-class mailers; and in the second place, you 
would be very definitely on a deferred basis at that time. But it 
does come back to the fact that you do stay out of the mails as a 
benefit and an accommodation to the Post Office Department and 
helps in this total picture; is that not true? 

Mr. Tuomas. That is quite true, Congressman. 

I was going to elaborate on that by saying that whatever third- 
cliss mail does get into the post office at Christmastime, unless 
there is matier that is considered of great time value, and it is so 
inarked, it is temporarily shunted aside —when I say temporarily, 
that might mean for davs--until such time as conditions with refer- 
ence to the processing of first-class mail are that you are caught up 
with it so that you can then process it. 

I am speaking now of the single pieces. Obviously, if there is 
any of the other bulk mailings, there is no processing necessary. 
That goes right through. 
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Mr. Lesinski. Mr. Thomas, do you feel that outsize mailings like 
Christmas cards, 6, 7 inches, or thereabouts, cost more to handle 
than standard size, first-class mail? 

Mr. THomas. You say the overall cost would be more? 

Mr. Yes, sir. 

Mr. Tuomas. Well, the Department says it would be more. The 
Department has fixed standards, let me say, for the distributor to 
process a number of pieces in a given time. There are standards 
set for the delivery carriers to process certain classes of mail in a given 
number of minutes. 

Let me say in connection with that that these standards, I would 
say, as far as the letter carriers are concerned, are met, but with the 
clerks it is a rather difficult problem, because we are getting into 
another phase. Then we get into this talk of the overhead, of the tre- 
mendous turnover in labor, which is fantastic in large offices. It is 
really fantastic, the turnover in labor. But that is another subject, 
which probably is being discussed somewhere else this morning. 

Now, to continue with the various phases of mail handling, item 10 
would be transportation. 

Item 11 would be the receipt at the office of address or local branch. 

Then you go to item 12, which would be dumping or emptying the 
sacks and getting the mail lined up so that it could be separated for 
delivery to the carriers. 

In large offices, they have what is known as a primary distribution 
before the mail ultimately reaches the carriers. Then, there is a 
secondary distribution, which cases the mail up to the carriers. That 
eompletes all of the work incidental to the processing of the mail— 
except the ultimate object, the delivery of the mail, on which there are 
two operations by the carrier: One, routing; and the other, delivery. 

Now, let me elaborate on the point that was raised about the addi- 
tional service that is given by mailers for creative reasons; and that is, 
the best way I can describe it is, it is a kind of a modified Metro 
system. 

The Postmaster General in his presentation mentions about the 
Metro system, which assures mail that is placed in boxes prior to 5 
p.m. being delivered the following day at nearby points and of local 
origin. 

Let me say that if this is an improvement, then we ought to go back 
to the old days. Back in 1930, there were three delivery trips. Then, 
in 1950 frequency of service was changed in residential areas from three 
to two, and on the business routes from four to three. 

Mr. Lesinski. With how many less employees? 

Mr. Tuomas. Out of every eight routes you would pick up a route. 

But do not misunderstand me. That was handled on the basis that 
nobody lost his job. But there were no additional appointments for a 
long time. It was a situation that was handled on the following 
basis: That the men whose routes were eliminated were relegated to 
positions as utility men. Their services were used in lieu of substi- 
tutes. 

Finally, it got down to the point where the substitutes suffered. 
But the regular men kept their jobs, and then automatically, as vacan- 
cies occurred and on the basis of their seniority, they would be dropped 
back in regular routes. 

Mr. Lesinski. By attrition, in other words. 
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Mr. Tuomas. That is right. That is how it was handled, by at- 
trition. 

Mr. Lesinskr. But actually, how much of a saving would you say 
it effected? One-eighth? One-seventh? 

Mr. Tuomas. I would say that you would get, conservatively, you 
would pick up one carrier in every eight routes. 

Mr. Lesinski. That would be roughly one-eighth of the employees. 

Mr. Tuomas. Yes. 

| would have to go into details and explain what happens in cases 
like that. There is a matter of adjusting the office time of the car- 
riers, realining the routes, adjusting the street time, providing for a 
different type of transportation, giving each carrier more stops, which 
would not necessarily mean he would get more mail, because as the 
routes were lengthened it follows, when you are adjusting a route, 
that the greatest number of possible stops is given a carrier to con- 
sume time, and it would not actually mean he was getting a lot of 
mail. He would cover a lot of territory with a comparatively small 
amount of mail. And vice versa, on business routes they cover a 
comparatively small amount of territory with a great volume of mail 
that is dropped in large segments. 

Incidentally, that is another thing that has developed quite exten- 
sively in the last 10 years. Business firms, on account of, let me say, 
the reduced efficiency of the delivery services, are now obliged to call 
for their mail, which automatically results in the Department getting 
more revenue from lockboxes; and in other cases arrangements are 
made whereby every morning, certain firms with large amounts of 
mail send their truck out and pick it up rather than waiting until 10 
or half past 10 for it. That condition never obtained back in, shall 
I say, the good old days. 

Mr. Lesrnskt. Do you think that the Post Office Department would 
save money by boxes being free? 

Mr. Tuomas. Well, of course, there is the cost of distribution and 
the separation. You have to make a distribution to the boxes. I do 
not see how you could advocate that very well, because if you did, 
I do not know how you would allocate who would get the boxes. 
You would never have room enough to put in boxes for people that 
wanted boxes for nothing. 

Mr. Lesinsxk1. The purpose of my question was, it would eliminate 
some of the delivery service. 

Mr. Tuomas. It would; there is no doubt about it. As a matter 
of fact, a lot of the delivery service is automatically interested through 
the use of boxes and through the firms that choose to call for their 
mail. 

Mr. JoHANSEN. Will the gentleman yield? 

Do I understand that the practice of the firms calling for the mail 
is something new? I have had the impression that that has been 
going on for years, even in the “good old days.” 

Mr. Tuomas. To a very minor degree, very minor degree. I would 
say that it has expanded a thousand percent since 1950. And it is 
obvious why. Because when the frequency of service was reduced 
from two to one trip, it simply meant that somebody on the route 
was getting mail in the afternoon after lunch that probably got it 
before at half past 9 or 10 o’clock. 
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Mr. Jonansen. When was that reduction from two to one made? 

Mr. Tuomas. That reduction was in 1950. 

Mr. JoHanseNn. That is what I thought. 

Mr. Tuomas. 1950, yes. And then, to further complicate matters, 
from there on in the collection service was decimated, with the result 
that during 1950, when the delivery service was reduced, the Depart- 
ment took cognizance of the fact that it was necessary to do something 
to get mail delivered the next day to residential routes. So what they 
did was to put in a collection service at night that was late. And 
they also put in an early morning collection service that would pick 
up the surplus that was mailed after 9 or 10 o'clock. 

Well, now, if you mail a letter in a metropolitan area in a box at 
70 ’clock, you are getting delivery now every other day on first-class 
mail, because in the residential section it will not be delivered the 
following day, but the day following that—assuming that it is properly 
cased 

Mr. Lesinsxt. Mr. Thomas, was that a ruling of the Department or 
a mandate of Congress? 

Mr. Tuomas. That was a ruling of the Department, I assume. 
I am not prepared to just specifically state, but I think—it was a 
directive; let me say that. And let me say furthermore that this is a 
hodgepodge. When | say that, I mean that conditions obtaining in 
Philadelphia might be different in New York or Chicago or St. Louis. 
The hour, instead of 7, might be 6 somewhere else. But the general 
purpose was to reduce the frequency of service to curtail the collection 
service, which automatically resulted in the mail taking 2 days to 
deliver in your own city. 

Mr. Lesinskt. If I recall correctly, it was during the 80th Congress, 
and Congress had cut the appropriations to force the Department to 
act accordingly. 

Mr. Tuomas. I can recall that when I was in, naturally, we were 
all interested. The post office employees, as the Postmaster General 
has said on numerous occasions, are generally dedicated, and it is a 
matter of regret to see that the service is deteriorating because an 
administrator is going to be called up on the carpet because certain 
letters do not make a certain dispatch or certain letters are not 
delivered overnight, when such a thing is virtually impossible. It has 
a bad affect on the morale. 

You read about proposals in the offing that mail will be shot from 
rockets from New York to San Francisco, and delivery will be made 
overnight. Well, our problem when I was in the post office—and this 
goes for New York and Chicago—-was to get overnight delivery on mail 
in an adjoining station of our own the next day. That was our 
problem. And it still is. 

Mr. Lesinskt. Probably it is a good idea, Mr. Thomas, to shoot 
a rocket up from New York to San Francisco and let it blow up over 
the city and scatter mail around the whole town. 

Mr. Tuomas. It might be that. 

The CuarrmMan. Mr. Thomas, have you appeared before this 
committee before? 

Mr. THomas. Never. 

The CHatrmMan. You served under Postmaster General Summer- 
field. 

Mr. Tuomas. Yes, sir. 
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The Cuatrman. And Mr. Donaldson? 

\fr. Toomas. Yes, sir. 

The CuatrrMan. And Mr. Walker? 

\fr. THomas. Yes, sir. 

The Cuarrman. And Mr. Farley? 

\fr. Tomas. Yes, sir. 

The CuarrMan. Did you ever protest against the legislation for air 
increase in mail rates? 

Mr. Toomas. Why should I, as a Government employee? I 
could not. I was not permitted to. I am not a Government em- 
ployee any longer. 

The CHatRMAN. No, you are loose now, and you are working for a 
third-class mail house now. You are in a different category. 

Mr. Tuomas. That is right. 

The CHArRMAN. You were in the postal service, and now you are 
with a third-class mail-order house? 

Mr. Tuomas. Yes. 

The CHatrMAN. And your views have changed; haven’t they? 

Mr. Tuomas. Not a bit. Iam on record. If vou will go into the 
Department, you will find letters where I critized the cost ascertain- 
ment. As a matter of fact, through some caustic letters I wrote to 
the Department about 10 years ago, they changed a number of tables 
that they had on the number of pieces on first-class mail. 

My views haven’t changed. If you are interested in finding out 
about that, vou might consult with some of the members of the staff 
of the Postmaster General. There are some of them that quietly 
agree with me on a number of these things. But that is neither here 
nor there. I am not testifying to save my job. 

Mr. Porter. Mr. Chairman? 

The CuarrMan. Mr. Porter. 

Mr. Porter. I guess the gentleman was postmaster at the time the 
Postmaster General inadvertently overspent his money a couple of 
years ago, illegally. Does the gentleman remember that situation? 

Mr. Tuomas. A postmaster? 

Mr. Porter. The Postmaster General overspent his funds and 
came to Congress for a supplementary appropriation, and threatened 
to cut off various services. 

Mr. Tuomas. I do remember that, ves. 

Mr. Porter. As I remember the proposal then, he included third- 
class mail in this. Was he not going to shut off all third-class mail? 

Mr. Tuomas. I remember that very distinctly. 

Of course, frankly, it has been traditional with men who have been 
in the service for a long time to completely disassociate the rates 
from the overhead of the post office. 

Mr. Porter. I was wondering, Mr. Maginnis perhaps remembers 
the figures of that time. I was very much interested, because there 
was nothing in the law that provided for any punishment, although 
it was very plain he had overspent his quarterly allotment—and had 
done it knowingly. 

T am responsible for some legislation, which T hope some day will 
become law. Were there not some figures on that, Mr. Maginnis? 

Mr. Maernnis. In 1957, I think it was April, he actually ordered 
the embargo of third-class mail for a 3-month period. And he an- 
nounced to the United States and to the world that he would save 
$40 million by so doing. But he negleeted to say that during the.same 
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period of time he would lose $70 million in revenue from third-class 
mail matter —which was the answer I have been trying to show, that 
third-class mail is a very profitable money raiser for the Department, 

The CHarrmMan. Mr. Johansen? 

Mr. JoHANSEN. Mr. Chairman, I gathered from a remark Mr, 
Thomas made, when he said he was not testifying to save his job, that 
there was an implication that the people from the Department who 
have come up here, the subordinates in the Department, were testify- 
ing to save their jobs. Is that the impression the gentleman wants on 
the record? If he does, he is impugning the integrity and the motives 
of these subordinates, and | am not going to sit here and listen to it, 

Mr. Tuomas. I think you are reaching far afield. When I made 
that statement, I said it very sincerely, that I was not being forced to 
testify, I came down voluntarily. and that if I did not testify, when ] 
went back to Philadelphia my boss would not say, “We don’t need 
vou any more.” 

Does that clear up the matter for vou? 

Mr. JonansEn. No, it does not. It further obscures it. Nobody 
has implied (hat vou are testifying to save your job. I just wanted 
the record clear, that is all, that you are not implying that the subordi- 
nates of the Postmaster General have testified under that kind of 
duress. 

Mr. Tuomas. No. But I would repeat the statement that I made 
before, that the cost ascertainment system, basically, is unsound. 

Mr. JoHANSEN. I am glad to have any testimony that the gentleman 
offers on that point that is valid, and that I can support. I respect 
that, and I respect the gentleman. But I certainly do not want any 
implication of that sort in the record. 

Mr. Porter. Mr. Chairman, may I say that I am looking forward 
to the first employee of the post office who comes in here and disagrees 
with the Postmaster General. It would be an interesting experience 
for me to hear that. I do not expect it to happen, however. 

The Cuarrman. Are you about through now? 

Mr. Tuoomas. Well, not quite. I am almost through, Mr. Chair- 
man. 

The CuarrMan. All right. 

Mr. Tuomas. What I wanted to elaborate on was the handling of 
the bulk third-class pieces extending beyond that which is required 
by the Department. I mentioned this Metro system, which means, 
in essence, that it our firm has mail for an adjoining community in 
New Jersey or Pennsylvania, a separate and distinct post office, not 
only makes these separations as required but, in addition, takes the 
mail directly to the post office and saves the transportation costs. I 
wanted to add that to the testimony. 

The CHarrMaN. Is that all of your statement, then? 

Mr. Maginnis. Mr. Chairman, I am suggesting to Mr. Thomas 
there is a gentleman here from Seattle who came an awfully long way, 
and who has a statement no more than 2 minutes long. I aes § 
certainly like to see him get on, if it is possible, before the bells ring. 

Mr. Lou Jepson. 

The CuarrMAN. Is Mr. Thomas through now? 

Mr. Tuomas. I can conclude here, Mr. Chairman. 

The CuarrMan. All right, call this gentleman you are referring to, 
Mr. Maginnis. What is his name? 

Mr. Macinnis. Lou Jepson. 
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STATEMENT OF LOU JEPSON, PRESIDENT, WALTER DOUGLAS 
ENTERPRISES, INC., SEATTLE, WASH. 


Mr. Jepson. My name is Lou Jepson. I am president of a personal 
label business in Seattle, Wash., named Walter Douglas Enterprises, 
Inc. Our business started in 1952 for the sole purpose of printing 
personal labels for people to use on their envelopes, books, records, 
and various other possessions. 

We have used, almost exclusively, a single-fold double business 
reply card, and it has worked. Or I should say did work very success- 
fully for about 6 years. I use the phrase ‘did work’”’ because that is 
actually the case. It did work well until 1958, when the bulk third- 
class rate went from $15 per thousand to $20 per thousand. 

When the last postage raise went into effect, the money we spent 
annually for postage decreased 53 percent from $188,796 in our fiscal 
year ending March 31, 1958, to $89,474 in our fiscal year ending 
March 31, 1960. The main reason for this decrease in money spent 
for postage was the elimination by us of a great amount of occupant- 
type an Our overall volume of third-class mail dropped from 
8,275,000 pieces in 1958 to 2,888,000 this year. 

During this same period, our payroll dropped from $185,647 to 
$87,925, or a decrease of 53 percent. Our labor force dropped from 
an average of 100 to 50 in the same period. Our net operating profit 
dropped 118.41 percent during the same period. At the present 
time it costs us approximately $10 to produce and address 1,000 of 
our double cards and $20 for postage. It will be seen that postage 
presently represents two-thirds of the total cost of our mailings. 
Our experience in this regard refutes the McKinsey report. 

Our occupant mailings bring back a return of under 2 percent. 
At the present time, this represents only a breakeven mailing, but it 
is an absolute requirement in our business. We create a customer 
and hope for repeat business. 

The McKinsey report claims that we should offset the proposed 
increase by improving our mailing piece, our lists, and so forth. 
That to me sounds like an elementary statement. Unfortunately, it 
is an irresponsible conclusion, because we have not been sitting still 
and going along without trying continuously to improve our mailing 
piece and our mailing lists. I have hired special copywriters and 
advertising agencies to improve our mailing piece, and to date they 
have never been able to accomplish this. Incidentally, we are still 
trying. 

The increase of $5 per thousand scheduled to go in effect on July 
1, 1960, will cause us to become more selective than ever and cut our 
use of the mails even more than the 52.61 percent reduction we made 
during the period 1958-60. 

The small business mailer, particularly, who depends entirely on 
the use of the mail to obtain business, is going to be hurt materially 
by the $25 per thousand rate already legislated. The proposed rates 
of $30 and $35 would be ruinous. 

I sincerely hope that your committee will recommend that no 
raises be put into effect at this time and that you will give every 
consideration to suspending the one that is due to become effective 
July 1 of this year. 

Thank vou very kindly for giving me this time. 
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The CuatrMAN. Are there any questions? 

Mr. Porter. Mr. Chairman, I would like to ask the gentleman if 
he has any idea how many of his colleagues are in the same boat; in 
other words, how general is the situation he describes here? 

Mr. Jepson. As far as | know, my competitors’ mailings have 
dropped materially. I don’t know to what extent. 

Mr. Porter. Why do you suppose third-class mail—you must be 
conscious of that because of your work—has such a bad reputation 
among some members of the public? 

Mr. Jepson. I do not think that actualy exists to the extent that 
it is claimed. We get mail back occasionally which indicates, ‘“Take 
me off your mailing list.”” But the percentage is so small that you 
don’t notice it. 

Mr. Porter. As far as the people receiving it are concerned, you 
do not get much evidence of resentment; is that your position, relat- 
ing to your returns? You only get a few back from people saying, 
“Take me off your mailing list’’? 

Mr. Jepson. Well, I get 2 percent returns on orders. 

Mr. Porter. Yes. Do people talk to you, though, or are you 
aware of the fact that there is a certain amount of resistance to 
third-class mail? Mr. Maginnis testified how we almost abolished it 
here on the floor of the House because of the feeling against it. I 
was wondering whether from your experience you had any idea why 
third-class mail had such resentment against it, if it does. 

Mr. Jepson. It would have to be an opinion. If I understand your 
question, it is why it has a bad reputation. 

Mr. Porter. Yes. I mean it must have, if we almost threw it out 
here. And I get letters from time to time from people saying, “Do 
away with the trash mail.”’ 

Mr. Jepson. Where did it start? Where did the word start? 

Mr. Porter. I think it started with the newspapers, myself. 

Mr. Jepson. I think so, too. 

Mr. Porter. I was just wondering what your personal experience 
had been. 

Mr. Jepson. | think it started with the newspapers, and I think 
that if third-class mail was eliminated, the newspapers might benefit. 

However, I cannot use it. I have tried it. 

The CuatrMan. All right, thank you very much. 

Are there any other witnesses here now, Mr. Maginnis? 

Mr. Maarinnis. I just wanted to say, Mr. Chairman, I was avail- 
able for questions if there were any more, when I introduced Mr. 
Thomas. 

The CHatrman. I think since some witnesses are from out of town, 
they ought to get through and not have to come back here. 

Mr. Maarnnis. Mr. Fixler of Long Island has a 12 minute statement 
I think would fit in well. 


STATEMENT OF BERNARD FIXLER, PRESIDENT, CREATIVE 
MAILING SERVICE, INC., FREEPORT, LONG ISLAND, N.Y. 


The CHarRMAN. You have been before the committee before, have 
you not, Mr. Fixler? 

Mr. Fixier. No, never, sir, this is my first time. 

The CuartrMan. Oh, I thought it was Mr. Tillotson. It is Mr. 
Fixler. All right. 
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Mr. Fixier. That is right. 

My purpose in appearing before you today is to supply you with 
information about a direct-mail survey that we have recently con- 
ducted among firms in Nassau and Suffolk Counties in New York 
State. I believe you all have a copy of this survey before vou. 

On April 7 of this year, a group of local businessmen met to discuss 
the effect of legislation that is now awaiting the action of Congress 
that would further increase postal rates. 

We were deeply concerned because our businesses depend on the 
postal service and we have not yet had the opportunity to adapt to 
postal increases already authorized to become effective on July 1, 1960. 

We decided to do a survey of local firms believed to be engaged in 
direct mail. A list of some 200 firms, including mailing services, 
lettershops, mail-order companies, publishers, and some miscellan- 
eous categories was assembled. 

On April 15, just 1 month ago, a survey form was mailed to these 
firms requesting specific information about their businesses. By 
May 11 we had received back 57 responses to our questionnaire, and 
the information obtained was prepared in report form and has been 
submitted to this committee. 

The three most significant figures revealed were that the number of 
employees in the firms responding totaled 5,199, the yearly payroll 
was in excess of $14,166,000, and the annual postage paid exceeded 
$13,417,000. 

Now, why were these statistics so significant? 

Nassau and Suffolk Counties on Long Island are completely repre- 
sentative of that new look in our country—Suburbia. And like mest 
other suburban areas surrounding large metropolitan centers we have 
far too little industry paying taxes to support our local requirements 
and to give local job opportunities to our people. 

Those of us on the committee were startled by the result. We 
ourselves had not fully recognized the importance of the direct mail 
business to the local economy. 

And remember that we had only 57 replies from which to obtain 
these statistics. 

In addition to the employment opportunity, we had gathered some 
revealing information about postal rates and how they relate to pay- 
roll. The advocates of ever-spiraling postal rates continue to insist 
that postage is a minor factor to the overall cost of doing business. 
Our survey proves that the number of dollars spent for postage is 
almost the same as the number of dollars spent for payroll. 

In addition to the number of employees, the annual payroll, and 
expenditures for postage, we also asked other pertinent questions, 
with the following results: 

Twenty-two of the firms responding reported total other expend- 
itures of over $8,897,241. 

Twenty-six of the firms gave information on total investment im 
plant and equipment of $3,347,145. 

Thirty-five of the firms answered the question on the number of 
square feet of space used for a total of 631,650 square feet. 

Twenty of the firms supplied figures on rentals of plant and equip- 
ment that showed $1,642,048 spent annually for this purpose. 

It was not my intention in coming here to bore you with statistics. 
As Congressmen, you get enough of this. 
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But these figures I have just quoted to you from our survey are 
more than just numbers. 

They represent people employed constructively in our economy; 
they represent salaries on the barrelhead every Friday; purchasing 
power that multiplies over and over again into more jobs and more 
salaries and more purchasing power. 

In evaluating the total impact of our industry in our local area, 
we cannot overlook the taxes that are paid to the local, State, and 
Federal Governments. Federal withholding taxes alone averaged 
at only 10 percent account for at least $1's million a year in payroll 
deductions from the 57 firms that responded. 

Another phase of our industry that could not be covered adequately 
by our survey was tbe millions upon millions of dollars worth of paper, 
envelopes, and printing that were not produced locally but came into 
our area for processing and mailing. These, too, should be viewed in 
their proper perspective of providing jobs and wages. 

Those of us who are in the mailing service business recognize the 
range of impact that increased rates will have. We know that all 
business uses and depends on the postal service, even though there 
is a wide variation in the effect of higher postal rates. 

Some business firms will take any increase in stride because their 
use of direct mail for advertising purposes is negligible. 

Other business firms will reduce the use of direct mail as it becomes 
economically unsound to use this medium of advertising. 

And some businesses will be priced out of existence because they 
are completely reliant on fair and reasonable postal rates in order to 
continue operations. 

There is a basic economics to direct mail that determines its use. 
Advertising and promotional material distributed through the mails 
sells goods and services directly to the consumer, and we call this mail 
order. When it distributes information and requests inquiries, we 
call it industrial direct mail. When it announces sales, describes new 
merchandise, and opens charge accounts for the retailer, we call this 
direct mail advertising. 

But whatever way it is used direct mail must be worth its cost, or it 
will not be used. Postage rates at the present time are the major item 
of expense of all the components that make up a direct mail package. 

As the representative of our committee, and as the owner of a small 
business, I ask the House Post Office Committee to think of direct 
mail for what it really is—one of the most potent selling forces in our 
country. This is certainly not the time to reduce our selling efforts. 
They must be expanded and improved. 

I look upon my job as having two main purposes. One of them is to 
help American industry to sell the goods and services that it has such 
an overwhelming capacity to produce. The other is to provide job 
opportunities, good working conditions, and high salaries to as many 
people in my community as I can employ. I take both of these jobs 
very seriously. 

The Postmaster General has requested higher rates on all classes of 
mail. I cannot believe that he understands the detrimental effect this 
will have on direct mail activity, with the consequent loss of jobs and 
selling power. 

The Post Office Department has called attention to the fact that 
third-class mail has increased more than fourfold since 1928. In con- 
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sidering this increase, we should also consider that the gross national 
product of the United States has increased from $100 billion to almost 
$450 billion, or well over fourfold since 1940. 

The Post Office refers to bulk third class as ‘“‘preferred rate”? matter. 
This is not an accurate description. It should be referred to as ‘‘de- 
ferred handling” matter, because it enjoys no priority, and, as mailers 
well know, it waits its turn before it is handled, transported, or de- 
livered. 

In the ‘Survey of Postal Rates’’ reference was made to a study 
conducted by McKinsey & Co. of the proposed third-class increases. 
One of the objectives of this study was to analyze ‘‘To what extent are 
third-class postal rates a major factor in the success or failure of direct 
mail businesses?” They then go on to talk about the decision of an 
advertiser to use or not to use direct mail. They cannot, surely, be 
referring to direct mail or inail-order businesses, because these are 
committed to the use of direct mail; they use the mails exclusively in 
dealing with their customers. 

The language of their report indicates that whatever study of this 
medium they made was conducted among companies who use direct 
mail sparingly. In this type of organization, postal rates are not a 
critical factor, and some very wrong conclusions can and did result. 

The McKinsey & Co. study refers to postage rates as a minor cost 
of direct mail advertising and selling. Tucked away in parentheses 
is the item that “postage accounts for perhaps one-third of total 
costs.” It is inconceivable to me that McKinsey & Co. were referring 
to a mail-order business when they state that 33% percent of the total 
cost “is not the make-or-break factor in this business.” 

For 7 years the Postmaster General has waged a relentless fight to 
raise postal rates. His philosophy is that the Post Office is a business 
and should pay its own way. 

Those of us who work closely with the postal service know that 
this is not the case. In Nassau and Suffolk Counties there is a total 
of 165 post offices, with a postmaster in each. If the Post Office is to 
be run as a business, then the postal service would consolidate these 
offices into, at most, one-half of this number and operate substations 
where they are indicated. If these separate post offices are maintained 
for the convenience of the public, then you cannot regard their opera- 
tional costs as a ‘deficit’? and expect the business users of the mails 
to subsidize them. 

One of the most alarming intentions of the Postmaster General is 
to restrict the volume of mail advertising by pricing it out of the 
reach of the users. This can succeed, but it will certainly not alleviate 
any Post Office deficit, and it will deeply and harmfully influence the 
economy. 

My business has already felt the impact of the last increase in 
third-class bulk mail that was imposed in January 1959. {n that 
vear our volume of mailings dropped 16 percent from the year 1958. 

in conclusion, I urge this committee to weigh very carefully the pro- 
posals now before it. We feel that out survey has demonstrated 
conclusively that we are an important industry that does not deserve 
to be legislated into a secondary role. 

On behalf of the firms that I represent, I thank you for the oppor- 
tunity of appearing at these proceedings. 

Mr. Lestnski. Mr. Chairman? 
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Mr. Fixler, I do not know if you are aware of the fact that the 
mailing business is a $20-billion-a-year business and employs about 
5 million people. Due to the time, I would like to request, Mr, 
Chairman, that Mr. Thomas be able to extend his remarks at this 
point in the record; in other words, add some supplementary record 
to what his statement has been. 

Any further comments I leave to the Chair. 

The CHAIRMAN, What kind of business is this creative mailing 
service? 

Mr. Fixuer. Sir, we are a mailing service that services customers 
in all lines of activity: mail order firms, firms that sell financial 
services, retail stores, service establishments. We process mail for 
them and do all the mailing functions for them. We also are in the 
business of supplying mailing lists of business firms and executives 
throughout the United States. 

The CuatrmMan. How many firms do you represent in connection 
with your mailing service? 

Mr. Fixier. This survey was answered by 57 firms, and I am here 
as a representative of the 57 that responded to the survey. 

Mr. Porter. Mr. Chairman? 

The Cuarrman. Mr. Porter. 

Mr. Porter. I want to say I think the gentlemen’s statement is 
excellent. I am glad he conducted this survey. I wonder if the 
gentleman knows anything about the survey of the Secretary of 
Commerce. 

Mr. Frxuer. I am aware of the survey that was made, and like 
most other people in my business, I am astounded at the conclusions 
that were reached. Like some of the members of this committee, 
I look forward very hopefully to seeing some of the blank spots in 
this survey filled in. It is inconceivable to me that they could have 
come up with the conclusion that they did, knowing as much as I do 
about this business. 

Mr. Porter. In terms of these blank spots, especially with regard 
to volume of business and number of people employed and impact, 
you would feel that if all 200 had answered, they would have just 
given you additional verification of these points? 

Mr. Frxter. Exactly. And if I might enlarge on the answer one 
bit: In our community I referred to this. But if there is one thing 
we need, it is more business and more industry and more job oppor- 
tunities. We are literally starved for this, because we are oftentimes 
referred to as the “bedroom of New York City.” Our people sleep 
through but work in the metropolitan area. 

Mr. Portsrr. I want to say that if they want to expand into Oregon, 
we would be glad to have them out there. 

Mr. Jowansen. Mr. Chairman, I wonder if I could ask Mr. 
Maginnis one question. 

The Cuarrman. Mr. Johansen. 

Mr. Jouansen. I am just trying to clear up a contradiction here 
that I do not understand. 

Mr. Maarnnts. All right, I will try. 

Mr. JoHansENn. I do not attribute bad faith to either of the parties 
in the controversy in the least way. 

The gentleman referred in his testimony, as I think he has on other 
occasions, to the 150-percent increase between 1952 and 1960. The 
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Department, on the other hand, has made the contention that the 
increase of 156 actually is between 1928 and the present time. Can you 
throw any light on that apparent contradiction as to fact? 

Mr. Maainnis. I made one mistake in my testimony, but I think it 
improves on what I had to say. I wish you would refer to the chart 
in the middle of my blue folder, Mr. Johansen. That may clarify it. 

The percentage increases we are talking about in the consumer 
price index and in the letter mail unit costs were really 1932-59. I 
said 1946, as I recall, in my prepared testimony. ‘That is in error. 
So if you care, the increase in the bulk third-class rate, even going back 
to 1932, you will find that the increase in the minimum piece rate 
has been 150 percent. 

Mr. JouansEN. I may be slow on the uptake, but has there been 
an increase in the rate of 150 percent between 1952 and 1960? 

Mr. Maainnis. That is when the total increase occurred, in a 
short period of 8 years. The 150 percent started in 1952. There 
was a half-cent increase. Then we absorbed one in January of last 
year, and another one is still to go into effect on July 1 of this vear. 
So that makes a total of 150 percent, $10 a thousand versus $25 a 
thousand. 

Mr. Jonansen. Then, what has been the increase since 1928? 

Mr. Maginnis. This same amount. You are correct. 

\Ir. Jonansen. Was there no increase between 1928 and 1952? 

\ir. Macrnnis. No, sir; there were no increases in any categories 
of mail during that period, I do not believe. In fact, I have the 
historical chart, you will recall, in my testimony, which shows the 
cost recovery for all of the years from 1928 through 1960, in fact. 

Mr. Jouansen. Is the reason for my misunderstanding simply the 
fact that the rate in 1928 was the same as in 1952? 

\Mir. MaGinnis. You are correct; the rate was the same. 

Mr. JoHANSEN. So that they were both the same. 

Mr. Maarnnis. Yes. 

Mr. Jowansen. And there was no increase from 1928 to 1952? 

Mr. Maainnis. Yes. In other words, the answer to your question 
is that these rate increases have occurred in an 8-year period, mainly 
under the present administration. 

Mr. Jouansen. That is correct. But there is still only a 150- 
percent increase since 1928. 

Mir. Maatnnis. That is right, sir. 

\fr. Jouansen. My point is that if you were to average out the 
rate of increase and you took only the 8-year period that you referred 
to, the rate of increase per year would be, of course, substantially 
higher than if you averaged it out as against 1928. 

Mr. Macinnis. Well, I can only say that the rate on first-class mail 
was 3 cents in 1932, and it has increased 3315 percent. 

\fr. Jonansen. Lam well aware of that, and I think it ought to have 
increased more. I am not arguing the point. I am trying to clarify 
what seems to be the confusion. 

One of the problems we have here is that there are all kinds of 
figures floating around, and it is easy to get lost and confused in them. 
But the Department, then, is correct that while the increase has 
occurred within the 8-year period, it is the only increase that has 
occurred since 1928? 
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Mr. Maginnis. In the minimum case rate, sir. There was an 
increase in 1949, but it had to do with the pound rates, and so forth, 

Mr. Jonansen. Yes. I think the figure of 150 percent applies to 
the identical type of mailing. 

Mr. Maainnis. That is right, sir. 

Mr. JOHANSEN. Which may raise the debatable question as to 
whether there ought not to have been some increase between 1928 
and 1952. 

Mr. Maarnnis. The Postmaster General says this, Mr. Johansen, 
that the Post Office showed a profit in all the years up through 1946, 
It was only after the year of 1946, when the war was over, that deficits 
began to occur. So, perforce, you must assume that both first-class, 
third-class, and the other categories were paying their way in that 
period. That was his admission, that it was a profitable postal 
operation. 

Of course, your whole method of operation is colored somewhat 
by the fact that during the war years all of the first-class mail, or 
the great burden of it, went to the San Francisco APO or the New 
York APO, and the Department showed an extreme cost recovery 
in the war period. 

Mr. JOHANSEN. We hope we will not have occasion to experience 
that same kind of recovery for that same kind of reason. 

Mr. Maarnnis. Yes. 

The CHAIRMAN. There will be inserted at this point in the record 
a statement by Mr. Marshall J. Mantler, on behalf of the Bureau 
of Salesman’s National Associations. 

(The statement follows: ) 


STATEMENT OF MARSHALL J. MANTLER, ON BEHALF OF THE BUREAU OF 
SALESMEN’S NATIONAL ASSOCIATIONS 


Mr. Chairman and members of the committee, my name is Marshall J. Mantler. 
I appear before you today on behalf of the Bureau of Salesmen’s National 
Associations, a joint service organization maintained by four nationwide sales- 
men’s groups in many industries— National Association of Men’s Apparel Clubs, 
National Shoe Travelers’ Association, National Association of Women’s and 
Children’s Apparel Salesmen, and National Council of Salesmen’s Organizations. 
The combined membership of all the groups exceeds 40,000 individuals. 

The traveling salesmen’s group, while not having the economic publicity attend- 
ant upon heavy industries, such as steel and automobiles, is one of the backbones 
of the distribution system in this country. These men, traveling to the remotest 
corners of the United States, make it possible for the products and improvements 
of American industry to gain an extensive market area. If the postal rates 
pending before this committee today are increased, the additional burden im- 
posed upon American manufacturers will make it necessary for them to find a 
source for the absorption of the extra costs resulting from higher postal rates. 
In those cases where the major sales method is accomplished through traveling 
salesmen—and this is the fact with most of the soft-goods industries—these self- 
same traveling salesmen will be made to shoulder the brunt of increased taxes. 

Most commercial travelers are independent contractors emploved on a com- 
mission basis. It is a simple matter to reduce the rate of commissions by as 
little as one percentage point and effect a major change in the income of these 
travelers. These men do not have the protection of a strong union structure, 
nor does their job have the glamour of the management and advertising profes- 
sions, to name just two, which are attracting most of America’s talented voung 
men. <A further weakening of the income potential of the traveling salesmen’s 
profession will make it that much more difficult to infuse new blood into the 
profession and thus will weaken the marketing system in this country. Where in 
the past it was the job of the traveling salesman to expand the American market 
in a geographic sense, it is now his job to expand the American market in a quality 
sense. 
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At the same time, however, that these men are faced with a downward pressure 
on commissions from the increased postal rate, that very same rate will increase 
their own expenses as independent contractors. This, which may at first blush 
look like a small burden, is imposed from two directions at once. The traveling 
salesman is in the middle. 

These statements are made with the full realization and in support of our 
national poliey of a balanced budget. The membership of the organizations I 
represent Wish to do nothing less than to pay their share of postal services to which 
they subscribe. They are not in favor of a postal deficit incurred through their 
nonpayment of postal expenses attributable to their use of the mails. However, 
insofar as the deficit is composed of expenses incurred for the common good of 
all, it is neither fair nor economically wise to ask these men to shoulder more 
than their share of the load. 

| am sure other witnesses appearing before this committee will make clear the 
doubt that exists as to how much of postal deficit, upon which a rate increase is 
based, is attributable to the use of the mails and how much is attributable to 
services for the national welfare. In the interests of national economic stability, 
the Bureau of Salesmen’s National Associations earnestly urges caution upon 
this committee, that all doubt as to the necessity of a postal-rate increase be 
resolved before such action is approved. 

Thank you for allowing me to appear before you today. 


The CuarrmMan. The House is now in session. We will have to 
recess at this time. The hearing will be resumed tomorrow morning 


at 10 o’clock. 
(Whereupon, at 12:10 p.m., the hearing recessed, to reconvene at 
10 a.m., May 18, 1960.) 
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WEDNESDAY, MAY 18, 1960 


Houser oF REPRESENTATIVES, 
CoMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
Washington, D.C. 

The committee met at 10:10 a.m., pursuant to recess, in room 215, 
House Office Building, Hon. Tom Murray (chairman of the committee) 
presiding. 

The CuarrmMan. The committee will be in order. The hearings 
will be resumed on postal rate legislation. 

We will continue consideration of that section of the bill pertaining 
to increases in third-class mail rates. 

| beheve Mr. John Tillotson IT, of Modern Handcraft, Inc., will be 
the first witness this morning. Mr. Tillotson. 


STATEMENT OF JOHN TILLOTSON I, MODERN HANDCRAFT, 
INC., KANSAS CITY, MO. 


Mr. Tittorsox. Mr. Chairman and members of the committee, 
my name is John E. Tillotson. I am president of Modern Handcraft, 
Inc., Kansas City, Mo. Modern Handcraft has been in business for 
quite a few years. It was started during the depression as a part- 
nership and was incorporated in 1946. 

The CHarrMan. I believe we have had the pleasure of having your 
father here. Was that your father? 

Mr. Tittorson. Yes, sir. 

The CHarrMANn. I remember him quite pleasantly. 

Mr. Tittorson. Thank you, sir. 

Today we are in the specialty magazine publishing business, but 
we have not always been. 

Several years ago we operated a specialty mail order business; 
® principally we carried needlework materials such as floss, yarns, 
crochet thread, stamped materials for embroidery, and thousands and 
thousands of vards of materials. This business was started a good 
many vears ago as a sideline; in fact, the business got its start in a 
home on a kitchen table with the addressing of posteards. One 
thousand postcards were addressed and sent. 

From this the business grew. The growth was quite slow, naturally, 
since it had to grow from the “plowing back” of profits in those vears 
when there were profits. Our business was secured by sending 
catalogs and fliers to our customers and former customers. We 
occasionally rented mailing lists of qualified or identified buyers, and 
new customers were added to the list by advertising special offers. 
Over a period of years the active customer list was built to approxi- 
mately 300,000 to 400,000 buvers. The business at its peak did about 
three-quarters of a million dollars a vear, gross volume. 
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There is no such business today; it was forced out several years 
ago by the high cost of postage and the materials we had to buy to 
convert and mail to our customers. 

The CHAIRMAN. You were forced out of business, were you? 

Mr. Trttotrson. As to that particular phase, we were forced out 
entirely, sir. 

Each time our costs increased, we had to cut back the business to 
the point that it could remain profitable at the higher costs. After 
several steps of this nature we had to discontinue this business alto- 

ether. 
° Concurrent with the development of the merchandise business, a 
publication was started, and it grew gradually by the same means of 
advertising; that is, direct mail. We developed the business to where 
we had a regular employment of 250 people, and during peak season 
we reached a high of 325. At the present time we have about 130 
regular employees, and our peak season takes us to about 200-225, 
Our regular employment is just about half what it was a few years ago. 

The Workbasket magazine was built to slightly over 1,500,000 
circulation. Today it has about 1 million. It has been cut down 
about one-third. The reduction in Workbasket circulation was done 
in two steps. Our first reduction took it down to 1,250,000; the most 
recent reduction took it down to 1 million. If postage goes up again, 
the next reduction will probably take us down to 750,000 to 800,000 
copies. 

The CHAIRMAN. What about other increases in your cost of opera- 
tion besides your postage bill? 

Mr. Tittotson. They have been going up, but not to the same 
degree. 

The CHAIRMAN. Do not blame everything on postal rates, now. 

Mr. Titutotson. I am not, sir. The postage rates have increased 
at a greater degree, and for our particular business they are a major 
portion of our costs. 

Mr. Rees. Let me interrupt there. 

What percentage of your cost of operation is the postage? 

Mr. Tituotson. I will get to that. Roughly, of our advertising 
cost, sir, it is 50 percent, today. 

The Cuarrman. That is just advertising costs; that is not total 
cost? 

Mr. Titiotson. In our particular type of operation, the advertis- 
ing costs are a major portion of it. The direct mail advertising we 
send out to secure circulation is comparable to our sales force. 

The CuHarrMaNn. In other words, the Post Office Department is 
conducting your business, largely, as I see it. 

Mr. TrtLotson. We use the services of the Post Office Department 
to conduct our business; yes, sir. 

The Cuarrman. That is right. 

Mr. Tittotrson. During the time the Workbasket circulation was 
at 1,500,000, we were mailing about 30 million pieces of third-class 
mail a year. The receipts of the Post Office from this mail and the 
first-class order mail that it created amounted to $495,000. Today 
with our reduced volume we are mailing about 14 million pieces of 
third-class mail per vear. The Post Office revenue from this postage 
and the postage of the first-class order mail that this generates is 
about $375,000, a reduction of $120,000, a loss of revenue to the 
Post Office of $120,000. 
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This loss of revenue to the Post Office was only part of the loss to 
the Government. As our production payroll has decreased with this 
mailing reduction, this means a loss of income taxes paid to the 
Government. During our peak circulation our production payroll 
amounted to $400,000 per year; today it is $270,000 per year. 

The minimum tax rate paid by the employees at the former level 
was about $80,000 per year; today it is about $54,000. 

In addition to these reductions, our payments to our suppliers for 
materials changed considerably also. Our advertising material 
cost during our peak time were $514,000 per year; today it is $254,000 

er year. 

The loss of revenue to the Government of postage and our em- 
ployees’ income tax alone amounts to a total of $156,000. This does 
not take into consideration any of the corporate income tax paid by our 
company and our suppliers, at the 52 percent rate, nor the income 
taxes paid by our suppliers’ employees. 

About half of our employees have been required to seek other work 
or to drop out of the labor force. 

A significant portion of our advertising material cost is payroll 
of our suppliers. Their employees pay a sizable amount of money to 
the Government from their earnings on work performed for us. This 
has been reduced just as our purchasing has been reduced. As our 
business was reduced, our suppliers had to secure other business or in 
turn reduce their employment with a further reduction in Government 
revenue. 

This has been the pattern through the years as postage has gone up. 

From these figures it is easily seen that this publishing phase 
of our business followed the same pattern as the merchandise business. 
Each time our costs were increased, it reduced volume of business and 
the amount of advertising done. 

As we are gradually being forced out of the mail order business, 
we have tried other media such as radio, newspapers, Magazines. 
None of these worked. 

irect mail remains the only medium that we can use to secure 
circulation satisfactorily. 

As our cost of using it continues to increase, the volume of business 
done will necessarily be reduced further, with a further reduction of 
employment and purchasing of materials from others. 

The Post Office Department recently hired a firm to make a survey 
for them. Some of the conclusions arrived at by McKinsey & Co. in 
this survey border on the ridiculous. It was stated that postage 
seldom is a factor that is taken into consideration when a decision is 
being made to use direct mail advertising. Nothing could be further 
from the facts in the case of businesses such as ours—and there are 
thousands like us—that use direct mail as their principal selling tool. 

At the present time postage amounts to 50 percent of the total 
sales cost. The reduction in volume done by our company is directly 
related to this postage increase, as well as the slight increases of other 
materials. 

Mr. Ress. Now, you say that is 50 percent of your total sales cost. 

Mr. Trtuotson. Yes, sir. 

Mr. Rees. What share of your total operation is it? 

Mr. Trttotson. I do not have those figures available at the 
moment, sir. I could get them for you. 
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Mr. Rees. What does it cost to operate your business? And then 
tell us what percentage is postage. 

Mr. Tittotson. At the present time, third-class advertising postage 
is roughly 15 percent of our gross volume. Our expenses for third- 
class postage are roughly 15 percent of our gross revenues. 

The CHarrMANn. What about your entire postage bill? How does 
it compare to your total costs? 

Mr. Tittorson. I do not have the figures on our entire postage 
bill, but it would not be substantially more than that. It would be 
a little bit more than that. 

There is a distinction between direct mail advertising and selling by 
direct mail. Some of our country’s giant corporations use a fair 
amount of direct mail advertising. Automobile companies, for 
example, don’t try to sell cars directly from their mailing. Instead, 
they try to get a prospect interested in going into a dealer’s showroom, 
where a sale may be made. Companies such as ours that sell directly 
from the mailing piece are generally selling merchandise with a low 
unit of sale, usually that which has a repeat business possibility. It 
is the repeat business from this that is so essential if the company is 
to continue in existence. 

The McKinsey report, among many other inaccuracies, stated: 
“The direct mail advertiser deals with two chief variables the: 
accuracy of his mailing list and the power of his mailing piece.”” This 
section of the study goes on to imply that it is only necessary for a 
direct mail advertiser to use better list selection and improve his 
mailing pieces to offset postage increases. 

Most direct mail advertisers are constantly doing everything they 
can to improve the effectiveness of their mailing pieces and to insure 
that the mailing lists they use are as accurate as possible. 

This McKinsey & Co. study also states postage rates are not a 
significant enough factor to control an advertiser’s decision to use the 
medium. Postage is of considerable importance in deciding to use 
direct mail. Where it now equals about 50 percent of the cost of 
mailing, and soon may be more than 50 percent, it has a good deal of 
bearing, when it is this portion of your total costs, on whether or not 
direct mail can be used. 

If all controllable costs of a mailing are as low as they can be and 
still do a proper sales job, increases in postage can change the cost 
per thousand mailings to the point that this sales job can no longer 
be done. 

It is this very fact, that postage is such a major factor in the de- 
cision to use direct mail, that the business of our company has been 
reduced and that our merchandise business no longer exists. Since 
we are so vitally concerned with these cost elements of direct mail, 
many people would naturally ask why we don’t increase our sub- 
scription rate to cover these additional costs. On the surface, this 
seems like an ideal solution—until it is tried. 

We have for years tried everything under the sun we could think 
of to secure orders at a higher rate. We have tried $2, $5, $1.10, 
$1.19, $1.25—most any price and term combination you can think of. 
We have always, without exception, ended up with more net revenue 
per dollar spent when we are asking for $1 trial subscription than 
with any other combination. 

Because of this, we are unable to absorb the higher costs. Our 
only choice is to reduce volume, as we have done in the past. 
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We have reduced our employment by 50 percent, we have cut our 
circulation one-third, and we pay into the Government considerably 
less money today than we have in the past—all of this because of 
past increases. 

Future increases won’t change things. 

The CuarrMan. Are there any questions of Mr. Tillotson? 

If not, we thank you very much, Mr. Tillotson. 

The CuarrnMAN. The next witness is Mr. H. W. Schlosser, Western 
Auto Supply Co., of Kansas City, Mo. 


STATEMENT OF HARRY W. SCHLOSSER, VICE PRESIDENT, WESTERN 
AUTO SUPPLY CO., KANSAS CITY, MO. 


Mr. Scutosser. Mr. Chairman and members of the committee. 

lam Harry W. Schlosser, vice president of Western Auto Supply Co., 
Kansas City, Mo. 

Western Auto Supply Co. acts as a wholesaler for more than 3,680 
independently owned and operated Western Auto dealer stores in 
48 States, including Alaska and Hawaii. 

In addition to this, Western Auto owns and operates more than 
400 retail stores in principal cities throughout the United States. 

In this prepared statement supplied this committee, I have in- 
corporated a list of Western Auto dealers and the towns in which 
they operate their own retail businesses. 

While these stores operate under the name Western Auto, they sell 
more than 14,000 items used by the average family. Their merchan- 
dise includes a full line of private brand household appliances, such as 
freezers, refrigerators, washers, dryers, ranges, and so forth, as well as 
power mowers, housewares, toys, fishing tackle, auto parts, tires and 
batteries, and many other general lines. 

They are family stores in every respect. In the majority of cases 
they are owned and operated by a man and wife team with a limited 
amount of extra selling help at peak periods. 

Western Auto dealers operate in small towns of the United States. 
Sixty-four percent are in towns with a population under 5,000; 82 
percent are in towns with a population of 10,000 and under. Many 
draw heavily on the rural trade in the farm areas surrounding these 
small communities. 

I would like to say also that I am unofficially representing these 
small businesses. They are not organized in any way, and this is 
their only means of representation. 

While they are completely independent merchants, they receive 
guidance from Western Auto in the form of sales aids, centrally pre- 
pared advertising, and suggestions on effective selling methods. Be- 
cause of this, I am acting as their spokesman to relay to you the infor- 
mation they have sent to me. 

Western Auto dealers compete directly with the giants of the retail 
selling world: Sears, Ward’s, Firestone, Goodyear, and many others, 
small though they may be. 

Their principal selling tools are sale catalogs and sale circulars dis- 
tributed by third-class bulk mail. 

Here are some facts revealed in a recent poll of Western Auto 
dealers: 
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We have not had time as yet to hear from all dealers. However, 
1,185 have now responded to our questionnaire, indicating a very high 
interest in this vital subject. 

The Chairman. Do you have a copy of the questionnaire? 

Mr. Scutosser. Mr. Chairman, | do not have the questionnaire 
with me. I can submit it to this committee. 


The Cuairman. Is there any accompanying letter that you sent 
along with the questionnaire, indicating the kind of reply? You sent 
a letter along with it, did you not? 

Mr. Scuuosser. Yes, sir. 

The Cuarmman. I would like to have the letter you sent, and also a 
copy of the questionnaire. 

Mr. Scuiosser. It will be provided to you, Mr. Chairman. 

The CHarrman. All right, sir. 

(The questionnaire and letter follow :) 


W 
APRIL 7, 1960. 

Mr. DEALER: Unless you act now, you may lose the right to send circulars 
to your customers through the U.S. mail. 

It now appears that Postmaster General Summerfield wants third-class mail 
destroyed. Your circulars are mailed by third-class mail. The press has certainly 
given them every assistance possible in their campaign against “junk mail,’’ as 
they have so viciously termed third-class mail. 

Five bills were introduced last week alone that would vitually “price third-class 
mail out of the postal service.” As you know, you already have an increase of 
$5 per thousand effective July 1, 1960. The new bills would skyrocket this another 
$5 on January 1, 1961, and still another $5 on January 1, 1962. 

This would mean $35 per thousand plus the cost of mail preparation or nearly 
$40 per thousand mailing cost alone to mail your most effective advertising 
medium. 

Western Auto has volunteered to testify in your behalf before the House Post 
Office and Civil Service Committee to carry this fight right to Washington. We 
are certain that this committee wants to do what is right but they must have the 
facts. 

I urge you to act now. Drop a note to your Senators and your Representatives 
today. Register your protest to these outrageous rates that mean ultimate elimi- 
nation of third-class mail. 

Please give us some information to help in this fight. Will you drop us a note 
expressing the percent of your total advertising now devoted to circulars—80 
pere ent ?—70 percent?—90 percent? 

Could you use a newspaper if third-class mail was abolished? 

What medium would replace circulars in your case? 

Use the back of this letter—jot it down now and mail it to the writer today. 
We need your help. 

H. W. ScuuossEr, 
Vice President, Advertising and Proniotion. 


Please answer and mail to: Harry W. Schlosser, Western Auto Supply Co., 
2107 Grand Avenue, Kansas City, Mo. 
{circle one] 


I estimate circulars represented 50 percent—60 percent—70 percent—80 per- 
cent—90 percent—100 percent of my advertising during 1959. 
Could you use a newspaper if third-class mail was abolished? 
Yes O No O 
What media would you use to replace circulars? 
Newspaper 0 Radio 0 Television 0 Other 0 
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Mr. Scutossgr. Of those reporting, 85 percent state that sale 
catalogs and circulars represent 80 percent or more of their entire 
advertising program. Many report they represent 100 percent of 
their advertising program. 

Mr. Rees. You mean you do not use the newspapers and mag- 
azines? 

Mr. Scuuosser. That is true, sir, not these local dealers. 

Mr. Rees. They do not use the local papers? 

Mr. Scutosser. That is right; they do not in the cases I have 
stated, sir. 

Ninety percent state that they are their most effective means of 
advertising. 

Nearly 600 dealers state that it is their only means of advertising. 

Mr. Ress. Is it less expensive? 

Mr. Scuuosser. Yes, sir. But bear in mind, gentlemen, many of 
these folks operate in extremely small communities where there is no 
local newspaper or radio station. Any metropolitan paper or radio 
station covering their market is prohibitive in cost for their use. 

I think I can better demonstrate the position of these small business- 
men if you will allow me to better describe this advertising medium. 

These sale catalogs are what you might refer to as syndicated 
catalogs, inasmuch as they are centrally prepared, centrally printed, 
and in the vast majority of cases centrally mailed by means of third- 
class mail. 

These catalogs are individually imprinted with the dealer’s name, 
address, and in many instances the dealer’s own photograph, identi- 
fying the catalog as one being distributed by a home-owned and in- 
dependently operated concern. 

The dealer has his choice of several sale price classifications to enable 
him to advertise merchandise at a price that is competitive in his 
particular trade area. 

Each dealer voluntarily pays for his own circulars. He also pays 
the entire cost of production and distribution. 

It is through the aggregate purchase of these sale catalogs, and only 
because of this, that these small dealers are able to distribute catalogs 
and circulars of a quality competitive with Sears, Ward’s, and other 
large competitors. No Western Auto dealer in the country could 

ossibly afford the production cost of one of these circulars, unless it 
is shared by a large number of other Western Auto dealers. 

These sale catalogs and sale circulars are straightforward, solid 
advertising pieces. There are no gimmicks. We adhere strictly to 
all rules or regulations established by the Federal Trade Commission— 
mainly because we subscribe to all the principles of honest advertising. 

One of the greatest injustices done the small businessman in recent 
years is the vicious labeling of third-class mail, referring to it as 
‘Sunk mail.’”’ This has been perpetuated in the syndicated columns 
of certain newspapers throughout the country primarily because of 
the competitive nature of third-class mail. It is my sincere hope that 
no Congressman will be misled by this “hogwash.”’ 

[ have provided this committee with a sample of the sale catalogs 
to which I refer [displaying catalog]. I am certain that you will agree 
it is not “junk mail.” On the contrary, our experience has proved 
that in the vast majority of cases the recipient looks upon it as a serv- 
ice to him when he receives a copy in his mailbox. Accelerated sales 
reflect the fact that these people respond to the merchandise offers. 
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I do not attempt to defend the bad direct mail advertising—and 
there is some, no doubt. There is some bad television, some bad radio, 
some bad newspaper; but the vast majority is good. I think this 
holds true in any industry or profession. 

In the aggregate, Western Auto dealers distributed nearly 80 million 
of these catalogs in 1959, over 60 million by third-class mail. 

[t appears that Western Auto dealers to date have been able to 
absorb the postage increase of January 1, 1959, although I hasten to 
say it Was one more squeeze on the modest profits a small businessman 
realizes in these days of increasingly higher costs of operation. 

On July 1 of this year an additional $5 per thousand will be added 
to his postage bill, bringing the minimum price rate to 214 cents, or $25 

per thousand. The effects of this is yet an unknown factor, and his 
- ne to offset this extra cost are indeed meager. 

Based on the current order for sale catalogs, and providing 
dealers are not forced to reduce their advertising to any appreciable 
degree because of these new rates, the new postal rates will increase 
their postal bill 25 percent, or $163,000, for the second half of 1960 
over 1959. 

If any of the current bills regarding postal rates are enacted and an 
additional $5 per thousand is added, the new rates will inerease their 
postal bills some $666,130 over their current rates. 

If you gentlemen enact any of the current bills calling for an addi- 
tional $10 per thousand, the new rates will increase the postage cost 
of these small businessmen $1 million over their current costs. Gentle- 
men, that is a back-breaking load for many of these small businesses. 

Mr. Rees. On a percentage basis, what would be the effect? 

Mr. Scuuosser. On a percentage basis, what would be the effects? 

I must remind the committee once again that these are small, inde- 
pendent businessmen, and all of their figures are not available to us. 
But on the average, they would spend 3.5 to 4 percent for advertising. 
Their postage costs are better than 50 percent. 

If I may go back to a question you asked me just before, many of 
these dealers cannot advertise in small newspapers, as I brought out 
earlier in this testimony. I would not like to mislead this committee, 
however. There are dealers in towns large enough to use newspaper 
advertising—if I may clarify that. 

I am certain you will agree with me that increased postage will 
have no bearing on the s sales effectiveness of these sale catalogs and 
sale circulars. 

The McKinsey & Co. report would have you believe that all you 
need to do is improve your mailing list, make your copy sell harder, 
sales will increase, and all the problems. are solved. 

It is beyond my comprehension how anyone could infer that the 
problem is so easily solved. 

Every year millions of dollars are invested in culling lists, improving 
copy, creating better selling stories and generally improving the 
product. This is an absolute must, and competition prohibits it from 
being otherwise. 

The additional $1 million in postage cost cannot be recovered by 
increased sales. It is inevitable that a large number of these small 
businessmen will find it necessary to appreciably reduce their aggres- 
sive selling efforts—a risky choice in today’s competitive market. 
Many will simply find their prime advertising medium priced out 
from under them. 
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The small businessman has for many years now been caught in a 

severe squeeze of higher rents, higher insurance rates, higher trans- 
ortation costs, higher taxes, and higher sales costs; and in the case of 
Western Auto dealers, postage is a big factor in their sales cost. 

Again I refer to the McKinsey & Co. report. 

This report infers that the main reason direct mail is used to enable 
the advertiser to select a specific group of people in a specific market, 
and the cost of mailing is not a prime factor. 

| would like to assure this committee that this is not true in the 
case of Western Auto dealers. Generally they mail to all households 
in their trade area; and when mailing costs are 48 percent of his total 
advertising budget, it is of prime concern and an important factor as 
to how much advertising he is able to do. 

Bear in mind that the 48 percent figure just quoted is based on 1959 
rates of $20 per thousand. Effective with the new rate July 1, it will 
represent well over 50 percent of his advertising budget. 

Before any serious consideration is given to further increases, I 
urge you to bear in mind these facts as they relate to Western Auto 
dealers: 

1. That, contrary to statements in the McKinsey & Co. report, 
further increases will materially reduce the amount of mail advertising 
used by these small businessmen and weaken their competitive position 
substantially. 

2. That today’s competition makes it highly improbable that they 
can pass this extra cost along to the consumer in the form of increased 
retail prices as will many of their large competitors, should it become 
necessary. 

3. That currently these dealers are now paying 5 percent of their 
total cost of sale circulars and catalogs to prepare them in a form easy 
to handle at the post office. This is in addition to the postage rate, 
and must be considered as part of their postage cost. 

4. That the negative effects on these dealers, if it should result in 
less advertising and sales—and it is almost inevitable—will certainly 
affect the sales of over 2,700 suppliers whose merchandise they now 
retail. 

5. That postage rates for third-class bulk mail have increased 150 
percent since 1952. We had that corrected yesterday. It can go 
back to as early as 1932. When compared with the postal depart- 
ment’s cost increase of 112 percent since 1932 and an increase of 114 
percent in the cost of living index, it appears that current third-class 
bulk rates are more than adequate. 

6. Nearly 600 of these dealers have no alternative if their prime 
medium is priced out of their reach. 

7. Third-class mail rates beginning July 1, 1960, are approaching 
a rate that if increased will surely hasten the day when the small 
businessman is a legend in our country. 

Thank you for your attention. 

The CHatrmMan. Are there any questions of the witness? 

Mr. Porrer. Mr. Chairman, I should like to ask the witness if he 
believes that the third-class mail users should receive a subsidy from 
their Government with regard to their mailing. 

Mr. Scuuosser. Mr. Congressman, there seems to be a wide differ- 
ence of opinion as to whether he does receive a subsidy or not. 

Mr. Porter. Yes; but I am asking now, should he, because of his 
connection with small business. 
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Mr. Scuuosser. I should like to say this for the record. What | 
have said up to date is from materials and information sent to me by 
these individuals. As an individual here, it is my contention and the 
contention of many of us in this business that the r recipients of the 
mails in our particular kind of mailing—and T do not attempt to 
—— the type of mail that has been w: aived i in front of this C ongress 

‘Sunk mail’; and I agree that there is some, But the recipient 
eh ck some advantages in receiving this type of mail. 

Mr. Porter. I do not deny that at all. I am very much con- 
vinced of that. 

Mr. Ress. Will the gentleman yield? 

Mr. Porrer. I will yield; yes, sir. 

Mr. Rees. Mr. Porter wants to know whether or not you think 
your organization ought to have a subsidy for carrying on your 
business. 

Mr. Scuuosser. No, I do not think we need a subsidy as such, 
I think we need a fair and equitable distribution of rates. 

Mr. Porter. | think it is very unclear, when one looks at the Post- 
master General’s figures, what exactly the costs are. I was just 
wondering if you felt that there should be any kind of special rate 
given to third-class mail as a direct subsidy. 

Mr. Scuuosser. As a direct subsidy, no. But I think we should 
certainly take into consideration the deferred situation that develops 
around this deferred mail, and that the rate should be according to 
the service that is rendered. 

The CHairmMan. How about the cost of operations, when postal 
salaries are increased and all the other expenses of operation of the 
Post Office Department are increased? 

Mr. Scuuosser. | think that should be taken into consideration, 
Mr. Chairman, certainly. 

The CHatkMan. Certainly, it should, in fixing the rate. 

Mr. Porrer. In other words, you agree the user should pay the 
cost of the service he gets, except as Congress decides he should not, 
and only to that extent? 

Mr. Scuuosser. I believe that is right. 

{ would like to make this clear. My position in being here today is 
to bring to you gentlemen of this committee the facts as we see them, 
as they apply to our independent dealer organization. I have avoided 
testifying for my company; and we put out some 40 to 50 million cata- 
logs through the mail. I have tried to bring to you the story of these 
small businessmen so that you may evaluate their plight as to what 
you may do in the form of legislation regarding = a postal rates. 

Mr. Porter. I think your testimony is pertinent, but I am trying 
to get at something a little beyond your testimony. 

You have said, and I think correctly, that no subsidy should be 
given to people in your position. But then I would say that our argu- 
ment about the condition of the small businessman is beside the point. 
In other words, you mentioned here: 

* * * although I hasten to say it Was one more squeeze on the modest profits a 
small businessman realizes * * 

Now if it is unjustifiable now in terms of the costs of the Post Office, 
actually—and this is such a mess, we cannot tell—then he should not 
pay it, of course. But if it is justifiable and it still hurts him, in other 
words, in terms of the correct cost, then that is coming under the 
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heading of ‘“‘Too Bad,” is it not, unless we decide to give him a subsidy? 

I will make myself more clear here, I hope. 

You have said it is “one more squeeze on the modest profits’ of the 
small businessman. Over here you have pointed out that his mailing 
costs are 48 percent of his total advertising budget. I would ask, Do 
you know what his profits are? You know what his mailing costs are. 
What are the profits of these businessmen? 

Mr. Scuitosser. Those are figures, Congressman, that are not 
directly available to us. 

Mr. Porrer. But you have said that it is 48 percent of his total 
advertising budget, mailing costs; but you do not know what the 
profits are? 

Mr. Scuiosser. We can only estimate that they are somewhere be- 
tween 6 and 7 to 8 percent of his total gross. However, his total gross 
will vary all over the lot, depending upon the size of the store, his com- 
munity, and many other factors. 

Mr. Porter. I was just wondering, though, it is more or less beside 
the point whether or not he is making profits; if he should not pay any 
more for mail because he is paying what he should pay now, then it 1s 
beside the point whether he is making money or not, unless we want to 
give him a subsidy because he is in bad shape. 

Mr. Scutosser. I think what you say is possibly true. It is our 
contention that, No. 1, he is not getting a subsidy, as you know; No. 2, 
I think that many years back the U.S. Congress instigated third-class 
mail for numerous reasons—one, to help the small businessman. And 
it has become a very, very excellent tool for that individual or for that 
group of individuals in this country. There are a good many thou- 
sands, hundreds of thousands, of those. 

If we were to evaluate this, basically, in the area of business in cost 
of operation of the postal department, and prorated the costs in a 
businesslike manner, then we fell that he is currently paying his cost. 
But we should not price this third-class mail out of his reach, thinking 
in terms of the impact on the economy and the impact on this segment 
of the American business picture. 

Mr. Porter. | would agree with that. You are saying here that it 
is a very necessary selling tool, but you are not really going into 
whether or not the Postmaster General’s bookkeeping can be relied 
upon, in terms of whether he is paying what he should pay or not. 
That is left to other witnesses, I assume. 

Mr. Scutosser. That is left to other witnesses; that is right. I did 
not consider it my prerogative to spend enough time to investigate 
the accuracy of such a program. 

Mr. Porter. But you are not coming in here today saying, ‘‘We 
are such a good selling tool, and these small businesses are so deserving, 
that we are asking you to give us a subsidy.”’ That is not your 
position? 

Mr. Scutosser. That is not our position, very definitely. 

Mr. Lesinskr. Mr. Chairman? 

The Cuarrman. Mr. Lesinski. 

Mr. Lesinskt. Mr. Schlosser, of course you know that a distributor 
of literature can send house-door distribution out for from $10 to 
$13.50 per thousand. And then, if there are two copies sent out, they 
can send out additional copies for $2 per thousand. So if the Depart- 
ment should price itself out of the market, you people can revert to 
the door-to-door distribution very easily. 
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One thing further, Mr. Chairman. 
Mr. Scutosser. Mr. Congressman, I would like to answer that 
question. 

Mr. Lesinskr. Yes, sir; you may. 

Mr. Scutosser. I have yet to find that house-to-house price that 
you talk about, for door-to-door distribution. 

Mr. Lestnskt. In Detroit they will do that. 

Mr. Scuiosser. We find that it ranges anywhere from $15 to $20 
per thousand, and as high as $30 per thousand. Also bear in mind 
that you are talking about Detroit, and I am talking about small 
town, United States of America, where 50 percent of these go into 
rural route. 

Mr. Lesrnskr. | appreciate that. 

Mr. Scutosser. And you do not get house-to-house distribution in 
those communities. 

Mr. Lesinskr. But there are areas that do cover it for from $10 
to $13.50, because the facts are there, and I can prove them. But 
they might be higher in other areas; | am not arguing that point at all. 
Mr. Chairman, at this point I think what we should do, seriously, 
although this testimony is all good, is this. If we do not come up with 
an actual pricing of each individual category of the Post Office De- 
partment, we cannot find out what we are doing. A simple illustration 
is that certain organizations pay one-twentieth of what other organi- 
zations pay for the mailing of mail. 

The CHatrMan. To what organization are you referring, Mr. 
Lesinski? 

Mr. Lestnskt. All the philanthropic, labor, and other groups can 
send mail for one-tenth of 1 cent, for the same paper sent by a regular 
corporation for 2 cents. 

The CHAIRMAN. Congress has been looking into that for years. 
Mr. Lesrnskt. I am not arguing the purpose of this. I think it is 
a good purpose. But the basic problem is, I think, if we are going to 
increase rates constantly, to donate by the users of the mail to these 
various organizations, we ought to know what we are doing; and if 
we want to continue that, then Congress should set funds aside 
specifically for that purpose. 

The indications are that we are destroying the revenue concept, 
and we are going to lose out altogether and end up with a lot of 
philanthropic organizations running the Post Office Department, and 
it will still cost the Treasury many millicns of dollars. 

I think that is the crux of the thing, to give us a complete, overall 
picture of who is paying what, the items, and so forth up to date, I 
have not seen such figures and I wish to see them. 

The CuarrmMan. Well, your local stores advertise in the newspapers 
in their localities; do they not? 

Mr. Scuiosser. The local stores? 

The CHARMAN. Yes. 

Mr. Scuiossrer. You refer to what I have termed our “company” 
stores, by “local stores’’? 

The CHARMAN. Well, there is one in my town called the Western 
Auto Store, and it advertises extensively in the local newspapers there. 
Mr. Scuiosser. I suspect that could be ture, Mr. Chairman. 

The CHatrMAN. I do not know whether it belongs to the company, 
or whether it is one of the stores where you have a contract with the 
operators. 
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Mr. Scutosser. If you will overlook my ignorance, I do not know 
what your hometown is. 

The CuarrMan. Jackson, Tenn. Mr. Langford is the operator of 
the store there. 

Mr. Scuu OSSER. Yes, Mr. Chairman. That is what we called a 
home owned and operated store. That is true. And we have prob- 
ably 1,000 dealers out of 3,600, who do newspaper advertising, who 
ean shift to that, providing the newspaper is an adequate medium. 

The CuatrMaAn. And, of course, the advertsising rates of the news- 
papers are increased materially. 

Mr. Scutosser. That is true. 

Mr. Rees. You run a very efficient organization, I will say that 
for you. You do well. Now as a businessman and belonging to what 
may be called a smaller group, you say, you say you do not want the 
Government to subsidize your business, do you, by giving you a 
preferred postage rate? 

Mr. Scuuosser. I want to be assured that what we have been told 
is accurate or it is not accurate. 

Mr. Rees. That is one thing. But I am saying this. Surely, 
you do not want the Government to subsidize your business in any 
respect? 

Mr. Scuutosser. Not directly, my business or our business. 

Mr. Rees. No;and you do not want them to have preferred postage 
rates. You want them to pay their share, do you not, of postage 
rates, Whatever that is? 

Mr. Scuuosser. We are not getting preferred postage rates; we 
are getting deferred postage rates. We merely want to pay for 
deferred postage rates, and believe that we are, sir. 

Mr. Rees. What I am trying to say is, you are willing to pay your 
share of the postage rate and not ask the Government to contribute 
to that expense. 

Mr. Scuuosser. Providing it establishes the rate properly. 

Mr. Rees. I thought you would tell me whether you want your 
business subsidized or not. 

Mr. Scuuosser. No; I do not believe we are asking to have our 
business subsidized. 

The CuarrMan. Are there any other questions? 

If not, thank you very much. Mr. Schlosser. 

The next witness is Mr. Richard C. Taggart of the W. A. Storing 
Co., Columbus, Ohio. 


STATEMENT OF RICHARD C. TAGGART, COORDINATOR, W. A. 
STORING CO., COLUMBUS, OHIO 


Mr. Taaeart. Thank you, Mr. Chairman. 

My name is Richard C. Taggart, and I am the coordinator of the 
W. A. Storing Co., ¢ ‘olumbus, Ohio. 

My role here today i is to provide you with information which will 
put to rest the totally incorrect claims of the McKinsey report. I 
believe you all have this report. 

The Cuairman. First, in what is the W. A. Storing Co. engaged? 

Mr. Taceartr. We are a mass mailing house, sir. We specialize 
mass mailings to “occupant” addressees, which I will cover later. 
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The CuarrmMan. You are not merchandising anything? 

Mr. TaaGart. Only our services, sir. 

The CuarrMan. All right. 

Mr. Taacart. All segments of the direct mail industry are outraged 
over this study. 

The CuarrMan. Outraged, you say? I am sorry the repori hurt 
your feelings. All right, go ahead. 
~ Mr. Taaaarr. We recognize that the Postmaster General is re- 
quired, by the Postal Policy Act of 1958, to determine the impact 
of rate increases on the users of the mails. We are certain that he 
acted in good faith when he spent $137,000 for management-consultant 
fees in order to comply with the provisions of the law. Unfortunately, 
he has received very bad advice. 

The CuarrMan. You say he received very bad advice. From 
what source did he receive this bad advice? 

Mr. Taacart. From the McKinsey Co., sir. 

The CuarrmMan. You are talking about the McKinsey report now. 

Mr. Taaaart. Yes, sir. We hope to convince you, and the Depart- 
ment, that the findings of the McKinsey report are in total error, and 
if followed could damage our great postal service and countless thou- 
sands of business mailers, such as ourselves. 

The principal conclusion reached by the McKinsey Co, regarding 
direct mail is stated on page LV as follows: 

Our examinations lead us to conelude that the proposed increases will have no 
substantial adverse effect on either mail patrons or the Department. We find 
that mail patrons can adjust to the new level of rates with little difficulty, and 
that the new rates will not significantly depress the volume of mail. 

The McKinsey Co., in the section of the report dealing with bulk 
rate third-class mail on page 2-27, makes several suggestions on how 
business mail users can “adjust” to rate increases without suffering 
“adverse” effect. 

1. Targeting the market: This means identifying or localizing potential buy- 
ers precisely enough to minimize waste of advertising expenditure. Promoting 
snowshoes to residents of Florida is probably useless. Hence, using for this pur- 
pose a mailing list that includes any number of Florida residents would add to 
cost without giving any compensating return. 

Consequently, a successful user of direct mail devotes—or should devote— 
considerable effort and expense to defining his market and “‘cleaning”’ his list of 
poor prospects. It is worth noting that since larger or mass-coverage lists tend 
to be relatively less ‘‘clean” (e.g., with a higher proportion of poor prospects or 
nondeliverable addresses) the more extensive the mailing, the greater the waste 
is likely to be. 

This witness is in complete agreement with the statement made by 
the McKinsey Co. However, the suggestion made by the McKinsey 
Co. indicates actions which are continually going on by all segments 
of the direct mail industry performing mailing services. In the case 
of the company by whom I am employed, approximately 50 percent 
of the employees spend full time in the development of lists, the main- 
tenance of lists, and the improvement of lists. Countless thousands 
of dollars are spent each year on these important phases of our oper- 
ation. This same picture is true of all other list compilers and mail- 
ers with whom we are associated throughout the country. These 
operations are a time-consuming, costly, and tedious requirement for 
us if we are to properly serve our customers. Business mail users 
demand accurate, current, and effective lists. 
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Secondly, the McKinsey report suggests as a second means of 
counteracting rate increases the following: 

2. Promotional appeal: The second factor involved in minimizing the cost per 
sale of direct-mail advertising is the effectiveness of the mail piece itself. This 
is made up of the merchandising and advertising appeals employed and the art- 
work, layout, and other elements that make a mail piece a good selling instru- 
ment’ Operators report startling contrasts in the effectiveness of various mail 
pieces sent to the same list, often in the magnitude of 5 to 1, 

Thus, the direct-mail advertiser deals with two chief variables, the accuracy 
of his mailing list and the power of his mail piece. These two factors govern 
the results he obtains, as ineasured by the rate of response or the percentage of 
replies to the total mailing. 

Postage costs are, of course, a factor in fixing the cost per sale of a mailing, 
but, as will be shown here, they are not the critical factor. 

Here again we must agree with the report. But, also, it is a fact 
that all segments of our industry are aware that promotional pieces 
must be effective, and are constantly seeking to improve this vital 
element. Here again many man-hours are employed, research stud- 
ies conducted, and new systems and ideas developed by members of 
our industry to increase the effectiveness of our mailing pieces. 

Members of the committee, possibly the most misunderstood cate- 
gory of the direct mail industry is that sent to “Occupant.” Our 
competitor, the newspapers, have convinced some people that this 
type of advertising is a nuisance, it is not read, and no one responds 
to it. 

As a result of these unfair attacks by the press, a small percentage of 
Americans have written to their Congressman urging elimination of 
this type of mail. 

The truth is that this type of advertising is the principal sales too! 
of merchants located in every city or hamlet in the United States. 
In most cases, other types of advertising cannot bring him customers. 
Take the small hardware stores in, let’s say, a suburb of the city of 
Columbus, Ohio. Possibly there are 200 to 300 hardware stores lo- 
cated in Columbus, both chain and independent operators. Third- 
class mail is the only advertising he can afford. 

He must, for economic reasons, rule out such other mass media as 
newspapers, radio, and television. The Columbus Dispatch is our 
largest newspaper, with daily circulation in excess of 200,000. Ob- 
viously, this small merchant cannot afford the cost of full-page adver- 
tisement in this paper, since possibly 190,000 families receiving this 
newspaper would never even see the “front of his store.’ This same 
principle can be applied to television and radio. The small merchant 
cannot afford the luxury of wasted circulation or wasted contact. 
He knows, for a fact, that he has a very limited trade area, possibly a 
10- to 20-block area surrounding his store location. In this 20-block 
radius of his store live his customers and his prospects. 

Only through occupant mail is this small hardware merchant able 
to limit his promotion to his trade area, reach into the homes of his 
prospects through the mailbox, and deliver his message that will 
successfully sell his products and services. 

We like to put it this way: Generally, any advertiser who has pop- 
ularly priced products or services with general appeal can benefit 
enormously by using occupant mail. 

This basic principle of advertising by the small merchant was 
certainly not—and I emphasize the word “not’’—the subject of the 
study by the McKinsey Co. 
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If they had looked into this matter, they certainly would not have 
said, ‘Direct mail is about the most expensive form of advertising in 
terms of cost per prospect reached.” 

Nor would they have said, on pages 2-24, 2-25: 

Our analysis of direct-mail operations leads us to conclude that the cost of 
postage alone is seldom, if ever, the factor that governs an advertiser’s decision to 
use direct mail. We believe that few, if any, advertisers have entered the field 
merely because postal rates were low, and we seriously doubt that any will leave 
it solely because of a moderate increase in rates. 

As for the conclusion stated above, I think the study which we have 
made of our own 2,000 customers is a more reliable barometer. 

Among our customers we number such business organizations, both 
large and small, as furniture stores, lumber companies, drugstores— 
both chain and independent—printers, nurseries, plumbing and heat- 
ing companies, correspondence schools, dance studios, soft drink 
manufacturers, variety stores, large chain food markets and small 
independent groceries, jewelers, hardwares, home improvement organi- 
zations, savings and loan institutions, shoestores, advertising agencies, 
and many, many more. You can see that the users of bulk rate third- 
class mail represent a composite picture of American business. 

On May 6, 1960, we sent to out 2,000 customers a questionnaire 
which asked the following: 

1. In all probability, if the minimum rate for third-class mail is raised to 2! 
cents per piece effective July 1, 1960, it would affect my mailing program as 
follows: 

2. If the rate should be raised to 3 cents minimum per piece on January 1, 
1961, it would affect my mailing program as follows: 

3. If the rate should be raised to 3% cents per piece on January 1, 1962, it 
would affect my mailings as follows: 

While the replies are still coming in, a sufficient number have been 
returned to enable us to say that the McKinsey findings are totally 
erroneous. 

The following table enumerates the answers received. 

(The table referred to follows:) 


How will a minimum piece rate of 2'4, 3, or 3'4 cents affect your use of 3d-class 
bulk mail? 


Answer 2%-cent 3-cent 314-cent 
rate rate rate 


! Number of mailings or number of pieces mailed. 


Mr. Taccart. I have summarized this information on this chart. 

As you will see, the replies on the 2%-cent rate indicate the following 
action by third-class mail users: Nine reported that the 2'4-cent rate 
would have no effect. Seventy-three reported they would decrease 
their number of mailings or number of pieces mailed. None of the 
replies reported they would increase their use of bulk rate third class 
mail. Fourteen reported they would eliminate third-class mailings 
altogether. 

This, of course, would mean to our company that 14 of our present 
customers at the current rate of 2 cents would no longer use our 
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services if the rate is increased to 2'4 cents July 1, 1960. This would 
mean over 10 percent of the 96 users would have to find other means 
to advertise—if they can do so. We would not want to calculate the 
Joss in revenue to ourselves or the postal system represented by the 
73 users who responded they would necessarily have to decrease their 
mail efforts because of the 2!4-cent rate. 

Since 14 of the mail users at the 2!4-cent rate reported they would 
eliminate third-class mailings if the rate were advanced to 2}4 cents, 
we have eliminated them from our survey. Thus we show only 82 
users, when we consider the answer to our second question regarding 
the possible 3-cent rate 

The seriousness of continuing increased rates is even more obvious 
in analyzing the answers to our second question regarding the pro- 

osed 3-cent minimum piece rate. Of the 82 answers considered, 
we find that only 3 report it will not affect their advertising program 
in our medium. Over half, 49 to be exact, report that they will 
necessarily have to decrease their mailings. Once again, none of 
those surveyed report that they will increase their use of third-class 
mail. And, startling as it may seem, 30 of these customers report 
that they would be forced to eliminate third-class mailings if the 
3-cent rate is enacted. 

Once again I hesitate and, frankly, members of the committee, 
do not know how to start to calculate the net loss represented by this 
information—to not only the direct mail industry, its workers, its 
users, but the American economy. Nor would I venture to guess how 
a 3-cent rate would affect the volume of mail or decrease the revenue 
of the Postal Establishment. Certainly, our survey is an indicator 
of the possible results of further rate increases. 

In moving along to our question No. 3, regarding the effect of a 344- 
cent rate effective January 1, 1962, as proposed by a number of legis- 
lators, we find the following: As shown above, the 3-cent rate, if ever 
enacted, would result in the possible loss to our company of an ad- 
ditional 30 customers. We therefore, in considering the 3!4-cent rate 
proposal, now only have 50 potential customers. This is reflected on 
the chart also. This section of the chart dealing with the 314-cent rate 
shows that 27 more third-class mail users will desert our medium. 
Twenty-two users also report that they will find it necessary to 
further decrease their mail advertising effort. 

I would like to add here, this thing is cumulative, sir. These 
people have been reporting a decrease on the 2's, and they will decrease 
on the 3, and still further decrease on the 3'4-cent rate. 

Astonishing as it may seem, one reported he would increase his use 
of bulk rate third-class mail. However, he commented as follows: 

With business costs going up—and direct mail such an important part of our 
business, we would almost, of economic necessity, have to reduce the number/ 
quantity of our mailings. Please do not raise third-class rates. 

This would lead me to assume that this mail user ‘‘goofed” in mark- 
ing the survey to indicate that he would increase his mailings. 

It will be obvious that our organization will lose considerable busi- 
ness when and if higher rates go into effect. In short, members of 
the committee, increased rates are a prime consideration as to whether 
the mailers we represent continue their use of third-class mail. 

The contention of McKinsey that mailers can ‘absorb’ additional 
rate hikes “without difficulty” is, therefore, also suspect. 
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We also requested those replying to our survey to give us additional 
comments and thoughts regarding these proposed increased rates, 
Here is what a few have said: 

Advertising manager, chain jewelry store, located in Columbus, 
Ohio, making several mailings a year surrounding his store location: 

Raising of rates will hasten elimination of small retailer who cannot afford 


newspaper advertising and used third class as most moderate [means of] com- 
munication with customers. 


Secretary of single unit effice in business supply store: 


Cannot afford newspaper advertising. Have been in business 32 years and 
have always used third-class mail. Do not have any outside salesmen and this 
is our best means of getting business. 


Advertising manager, wholesale plumbing and heating manufac- 
turer who annually mails over 2 million pieces for their dealers 
throughout the country: 


Decrease in use is bound to increase with cost. 
Vice president, small furniture store: 


We feel that the present third-class mailing cost is costly enough for an occupant 
mailing. With any further increase in mailing costs I am almost certain we would 
discontinue the occupant portion of our circular program. 


Sales manager of a dairy located in Westerville, Ohio: 


Direct mail is a good medium but definitely feel this increase will be too costly 
for the results we can obtain. 


Catalog manager, large hardware and automotive chain operating 
in 4-State area with approximately 70 company-owned stores and an 
equal number of independent associate stores: This company an- 
nually mails in excess of 12 million pieces for its dealers. 


As the cost of postage goes up, many associate stores who use catalog mail- 
ings now will decrease their mailing or eliminate them. As to company-owned 
stores, it would tend to make us cut down our coverage areas. 


Vice president, telephone answering service operating in many major 
cities throughout the country: 


The present cost of third-class mailings is such that, for our type of business, 
it is just as economical to use newspaper advertising. Third-class mail provides 
more selectivity than newspaper advertising but further increase of cost in third- 
class mailing would nullify this advantage. 


Advertising director, grocery chain operating throughout the State 
of Ohio: 


Direct mail has always played an important part in our advertising budgets 
but has been gradually increasing in costs to the point where we now question 
whether its present cost is prohibitive. For example: We prepared for a news- 
paper strike in Columbus last year by having a full page two-page circular set 
and ready for mailing. It required 190,000 to cover Franklin County at a cost 
of $5,800 for postage alone—more than double the cost of the actual printing. 
For that money we could have run three two-page ads in both Columbus news- 
papers. This should indicate why we look askance at direct mail now and would 
further question its value if they decide to further increase rates. 


Branch manager, farm implement manufacturer mailing for their 
dealer organization: 


The use of our company direct mail service by our dealers is dependent in a 
large measure to the total cost of which postage is a substantial part. There- 
fore, there is little question that more and more of our dealers will cancel their 
mailings if postage continues to go up as indicated. 
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Assistant advertising manager, national consumer finance com- 
pany, mailing for their branch offices located throughout the country: 

Postage increases make cost per sale from-direct mail more expensive. If 
this keeps increasing it will soon reach the point of ‘diminishing returns’’ for our 
company at least. 

Here are what some additional third-class mail users report: 

liave had to discontinue this type of advertising as of January 1, 1960. 

Our mailings consist of from 7,000 to 30,000 pieces per mailing and we are 
obliged to eliminate third-class mailings entirely if the minimum rate for third- 
class rate is raised to 24% cents per piece on July 1, 1960. 

As far as I am concerned it is now completely eliminated. 

Horse feathers to increased rates. 

Kach third-class mail rate would probably result in a further decrease in our 
mailings. The increase as of January 1959 has caused us to decide against use 
of mail service several times. 

Direct mail is an important media in our promotion program. If rates are 
increased it will force us to use other media. 

We depend on direct mail for a large percentage of our business volume and if 
postal rates are raised we simply must find other means for obtaining business. 

There’s got to be a limit on these raises. Already our accounts complain 
violently about the high cost of direct mail advertising. 

These are not my statements, gentlemen, but those of the actual 
mail users regarding the Department’s request for additional rate 
increases and their answers to the claims of the McKinsey report. 

It is true, as McKinsey asserts, that ofttimes such costs can be 
passed on to the consumer, but in many cases they cannot. In either 
event someone suffers: the consumer himself or the business mailer. 

Mr. Rees. Or the Post Office Department that carries the mail, and 
the taxpayers who have to subsidize it? 

Mr. Taaaarr. If we decrease the volume of mail, they will certainly 
suffer, sir; yes, I agree with you on that. 

Of one thing I am certain, the reduction in the volume of third- 
class mail will neither benefit the Post Office Department nor the 
overall economy. In this wonderful age of automation we must seek 
an ever-increasing volume of all classes of mail—and I underline the 
word “all’”—if unit costs are to be reduced. 

The 150 percent increase in the minimum piece rate on third-class 
mail already legislated since 1952 is a burden which third-class mail 
users must shoulder. 

The McKinsey Co. is vague as to how high the rate might go before 
tragedy strikes. 

Postal history shows that when rates are increased unreasonably, 
mail volume dwindles. Members of the committee are fully familiar 
with the fate of the poor man’s letter, the penny post card. The rate 
on post cards has increased 200 percent in the past few years. The 
volume of such cards has dropped from 5}; billion to under 3 billion 
annually. The same thing has happened to special delivery letters, as 
the rate advanced from 10 cents to 30 cents in the last decade. 

McKinsey asserts the proposed rates will have “no substantial 
adverse effect on either mail patrons or the Department.” Our 
survey shows conclusively that the McKinsey finding in this respect 
is based on a foundation of quicksand. 

I might say that, to my personal knowledge, neither our company 
nor any of its 2,000 customers were interviewed by the McKinsey Co. 
when collecting data for its $137,000 study for the Post Office Depart- 
ment. 
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Inasmuch as the Commerce Department, functioning under legis- 
lative directive, undertook one of the most massive surveys of bulk 
third-class mail in history, the committee might well ask why Mce- 
Kinsey tried to duplicate Commerce Department efforts by scratch- 
the-surface techniques. The Commerce Department report states: 

No attempt has been made to assess the probable impact of the second bulk 
third-class rate increase scheduled to become effective July 1, 1960. It was felt 
that such an assessment at this time, lacking a factual basis, would necessarily 
be speculative. 

I agree with the Commerce Department findings in this regard, 
Keep in mind that its survey was charted by experts of the Bureau 
of Census and covered all—I underline the word ‘‘all,’”’—third-class 
permit holders in the United States. McKinsey is engaging in pure 
speculation when they urge the enactment of the higher third-class 
rates. 

In order that committee members may have a better understandin 
why occupant mail is an unrivaled sales tool in the hands of mail 
merchants, I am including with my testimony a copy of a booklet 
we have recently prepared, entitled, ““How to Think About Occupant 
Mail Advertising.” It will provide the members of this committee 
full information regarding the important part we play in the great 
direct mail industry. 

I might say, parenthetically, that politicians are finding this type 
of mail a valuable tool in bringing to the attention of the voters the 
nature and extent of their talents, charm, and accomplishments. 
Senator Kennedy has just blanketed the entire State of Maryland 
with an occupant mailing piece (displays printed matter), occupant- 
addressed. 

Mr. Rees. You support that, do you? 

Mr. Taaaart. I certainly do. Don’t you, sir? 

Mr. Ress. No, sir. 

Mr. Taaaart. I think Senator Kennedy has a definite right to 
advertise; do you not, sir? 

Mr. Rers. I do not blame him for advertising, but I think he 
ought to direct it to the individual, not just to occupants. 

Mr. Taaaart. Why, sir? 

Mr. Ress. Because you are then requiring the mail carrier to go 
to every house on the route, whether he has mail for them or not. 

Mr. Taaaart. Doesn’t he anyway, sir? 

Mr. Rers. No; he may or may not. 

Mr. Taaeart. He still has to walk by that house, though, doesn’t 
he, to carry his route? Isn’t that right? 

Mr. Ress. I am not sure about that. 

Mr. Taaaart. Yes, he does, sir. 

Mr. Rees. But I just do not go along with the occupant mail 
service. 

Mr. Porter. Will the gentleman yield? 

Mr. Morrison. Mr. Porter. 

Mr. Porter. I am not sure the mail carriers protest delivering 
mail. In fact, they earn their living that way. 

Mr. Rees. I bappen to disagree with some members of this com- 
mittee. 

Mr. Taacarr. I might ask, sir, did you receive an inquiry from the 
Department about the census? 
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Mr. Rees. Did I what? 

Mr. Tacearr. Did you get a questionnaire from the Bureau of the 
Census? 

Mr. Rees. What about that? 

Mr. Taceart. Did you get one, sir, at your home? 

Mr. Ress. Yes. I guess everybody got one, sir, didn’t they? 

Mr. Taaaarr. It was mailed to the occupant, you might say, sir. 

Mr. Ress. That is the only way they could reach the people for the 
census. 

Mr. Taacearr. That is right, sir. That is the same principle as we 
are getting at here, sir. That is the only way we can reach our trade 
areas. 

Mr. Rees. While you are talking now, as a businessman, and having 
so much knowledge with respect to this thing you are talking about 
this morning, do you want your business to ‘be subsidized by the 
Federal Government in any respect? 

Mr. Tacearrt. No, sir; I do not. 

Mr. Ress. I did not think you would. 

Mr. Taaaarr. No, sir; I certainly do not. We are not subsidized, 
by any stretch of the imagination, today, and we are not here today 
to ask you to subsidize us. 

Mr. Regs. You are willing to pay a fair postage rate? 

Mr. Taacarr. Yes, sir. But we are doing it right now. We 
certainly are, sir. 

Mr. Morrison. Mr. Harmon. 

Mr. Harmon. Would you tell me, sir, whom do you expect to pay 
for all this mail you send out? 

Mr. TaceGarr. Our customers, sir, pay for it. 

Mr. Harmon. They are not paying for it; that is the argument 
right there. They want somebody else to pay for their mail. They 

want the first-class letter mailer, or the airmail or somebody else to 

pay for it. Who would vou suggest pay for it if your people do not? 

Mr. Taaaarr. I don’t know; were you here yesterday, sir? 

Mr. Harmon. Yes, sir. 

Mr. Tacearrt. I believe you heard Mr. Maginnis testify yesterday. 

Mr. Harmon. Yes, sir. 

Mr. Taaceart. He pointed out to you that historically our type of 
mail has had a cost coverage of, I believe, 77 percent. That is what 
it is today, sir. We are paying for a deferred service, and we are pay- 
ing our full cost for the services rendered. 

Mr. Harmon. All right. I heard that. 

Here is another point. Here in your own book you mention the 
grocer, the jeweler, the insurance company, service station, and manu- 
facturer, who all make a profit. 

Mr. Taaceart. Right. 

Mr. Harmon. Yet they want to be subsidized in getting their mail 
out. And the man here a while ago had this (displaying magazine) 
to sell merchandise, Western Auto, a big corporation that makes 
money; each year they show a big profit. They do not want to subsi- 
dize the people, but they want the taxpayer to do it; is that right? 

Mr. Taccarr. In my opinion, Congressman, if you pass this rate 
increase you are going to subsidize somebody; that’s for sure. Some 
other medium of advertising, perhaps, but not our advertising, because 
you may eliminate us. 
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Mr. Fotry. Mr. Chairman? 

Mr. Morrison. Mr. Foley. 

Mr. Forey. To define terms, would it be proper to say that a 
subsidy exists where some other mail user is providing funds to cover 
the cost of the service provided to you for third-class users, where the 
amount of $400 million paid into the Post Office by the third-class 
users does not cover the cost of the service rendered to third-class 
users? That would be a subsidy by some other mail user, would it 
not? 

Mr. Taccarr. I am afraid I did not get the full import of your 
question. 

Mr. Fotry. I will express it in different terms. 

If the $400 million paid by the third-class users does not cover the 
cost of the service rendered by the Post Office Department to third- 
class users, and the deficit has to be made up by some other means, 
namely, first-class, or the general funds of the Treasury, to that 
extent first-class and the Treasury are subsidizing the third-class use 
of the mails; is that right? 

Mr. Taacarrt. | think I understand your question now. 

Mr. Forry. I understand your point. You are saying that the 
77 percent cost burden which you are sustaining meets the cost of the 
service provided the third-class user, because that is on a deferred 
basis. 

Mr. Taccarr. That is exactly right, sir. We are paying for what 
we get. 

Mr. Fotry. So if we are going to talk in terms of subsidy, we must 
first define what we mean by subsidy. 

Mr. TaacGart. That is very true. Thank you. 

Mr. Fotey. So it is your position and that of your colleagues that 
you are not asking any more than you are getting, and you are willing 
to pay vour share; and the use of the word “‘subsidy”’ is inapplicable 
as far as third-class is concerned. 

Mr. Taaaart. That is very true, sir. Thank you. 

I can finish up very quickly. 

In like fashion, the Bureau of the Census recently completed the 
largest mailing ever undertaken. The Post Office delivered 65 million 
unaddressed census forms to every household in America last month. 

In 1958 we performed a similar service for the State of Ohio. Ohio 
laws require that any constitutional amendment which is placed on 
the Ohio ballot by initiative petition must be called to the attention 
of every registered voter within the State. The Secretary of State 
called us in, and we mailed approximately 2!4 million pieces, to every 
resident in the State. As a result, a net saving of over $65,000 was 
realized in comparison to the manner in which this legal requirement 
had previously been fulfilled. 

I hope that this committee will take a long and hard look at the 
McKinsey report before using it as a basis for postal rate 
readjustments. 

Thank you. 

Mr. Morrison. Are there any further questions? 

Mr. Gross? 

Mr. Gross. Would you state briefly how this legal requirement 
was met prior to the mailing of last year? 
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Mr. TaaGcart. Previously, sir? Yes, sir. I would be happy to, 
Mr. Gross. 

What happened previously is that the secretary of State found it 
necessary to go out and hire a crew of workers and get a voting list 
from each precinct throughout the State, and then sit down and 
manually address all this material. As I point out, by occupant 
addressing, we effectdd a savings to the State of Ohio of well over 
$65,000. 

Mr. Morrison. Are there any further questions? 

Mr. Porter? 

Mr. Porter. Mr. Chairman. I do not think that the worth of 
third-class mail is in issue here, the fact that third-class mail serves 
many excellent functions, although it, like any other area, has people 
who do not live up to the standards. I am sure we all agree about the 
value of third-class mail. 

] do not read your testimony as saying that you are in here asking 
for a subsidy. I think you are willing to pay your costs, but there is 
some dispute about what those costs are. I think we all agree with 
Mr. Stans that what the post office figures out as being the actual 
expenses ought to take into account the deferred service. 

But I am interested, quite apart from those questions—because we 
cannot settle them here; we do not have the information—that you 
are testifying really about impact, the impact of increases on reducing 
the amount of third-class mail that is used; and then, with the possible 
bad effects on the post office, because they just will not get the fees. 

As I read your criticism of the McKinsey report, it seems to me that 
that comes out clearly, the impact. Your chart there shows that a lot 
of these people—you do not show in the terms of volume, of course, 
but : assume there would be a lot of volume that would drop out of the 
mail. 

Mr. Taccart. Thank you, Mr. Porter. As I say, I would hesitate 
to caleulate the dollars or the volume loss, because we have no idea. 
But certainly this chart is a good indicator of the possible further 
consequences of further rate increases. It could be millions and 
millions, and possibly billions of pieces, and I feel confident it would 
be, at each successive step: 2}4, 3, and 344. The more we raise it, the 
more people are going to have to get out. 

Mr. Porter. | think our problem here is to try to eventually get 
these figures, accurate figures, so that we can determine exactly what 
the costs are in the particular categories of mail, the actual costs, and 
then raise the rates in a reasonable way so that the impact is not too 
great, and adjustments can be made. Until we get those figures that 
we can rely on, I think we are rather at sea. 

Mr. Taacart. We would like to see them, too, Mr. Porter. 

Thank you. 

The CuarrmMan. Are there any other questions? 

Thank you very much, sir. 

Mr. Taaeartr. Thank you, sir. 

The CyatrMan. The next witness is Mr. Payson Hall, executive 
vice president of the Meredith Publishing Co. of Des Moines, lowa. 

You may proceed. 
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Mr. Thank you. 

Mr. Chairman and members of this distinguished committee. My 
name is Payson Hall. I should state I am executive vice president 
of Meredith Publishing Co., which is located in Des Moines, Iowa. 
Meredith Publishing Co. publishes two monthly magazines, Successful 

‘arming, with a paid circulation of more than 1,300,000, and Better 
Homes and Gardens, with a paid circulation of more than 5 million. 
Meredith also publishes a number of books, annuals, and an abundance 
of publications dealing with better farming, having a better home, 
and raising and educating a family in an ever-improving American 
way of life. These publications are listed in exhibit 1 to this state- 
ment. 

I have brought here a complete set of them. They are too big to 
try to display to you. However, I would like to talk about them a 
little bit; and this is not in my prepared statement. [Displaying 
books. 

We are indeed tremendously proud of these many, many publica- 
tions. The personnel of our company, who share in their creation 
and dissemination, are each visited with a rewarding sense of purpose 
and worthwhileness in our workaday lives. 

Altogether, taking the ‘“‘Better Homes and Gardens Cookbook,”’ for 
example, there have been over 6 million of these books distributed, 
and it is the second-best seller of all times, fiction and nonfiction, 
exceeded only by the sales of the Bible. 

Mr. Rees. What does it cost? 

Mr. Hau. $3.95, sir. 

Here are other similar books. Here is a ‘‘Better Homes and Gardens 
Handyman’s Book,”’ a junior cookbook, a decorating book. As 1 say, 
there are too many of them to display here all at one time. 

These boil down to annuals, such as this, is a garden ideas annual, 
a building ideas ‘annual. We have a number of pamphlets. Alto- 
gether, I think there are 29 major books and annuals and 16 booklets. 

In addition to that, we have a service that goes to some 20,000 
vocational and agricultural teachers throughout the Nation, by which 
we provide them with charts and instructional material of all kinds. 
They are listed in this exhibit that is attached. 

I asked for and received permission to provide a complete set of 
this material, or a nearly complete set, to each one of you because it 
seemed to us that it was an important part of our testimony, and we 
wanted all of you to be familiar with the type of service and material 
which we provide. 

Each of these books do serve a major function which, to us, is the 
stimulation and the exciting of and the instruction of our Nation’s 
farm and urban families, to want and better achieve richer family life, 
better homes. 

That this corporate dedication may be better understood, as I have 
said, we have provided copies ot these for each one of you. 

Our appearance before you today is prompted by a determination 
to resist the request of the Post Office Department for still another 
what to us is arbitrary increase in our mail rates. We have appeared 
before your committee in the past, and I am taking the liberty of at- 
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taching to my present statement a copy of the testimony which I 
presented on H.R. 5836 and 5839 3 years ago, as exhibit 2. This 
testimony contains pertinent information on mail distribution costs 
and on the very substantial contributions which our company has 
made toward reducing Post Office handling expenses on our mail. 

I will now discuss with you briefly what | believe should be the 
basic policy toward postal rates. 

Mr. Morrison. If I may interrupt the gentleman there, before you 
get to postal rates, Mr. Hall, I would like to say this about your com- 
pany and the books and magazines it produces. 

There is no question but what you have an outstanding company 
which performs a very needed service to the American public. It is 
noteworthy that your Better Homes and Gardens magazine has a paid 
circulation of some 5 million. 

I know of instances where people who wanted to repair their homes 
or were contemplating building new ones, but who were not your sub- 
scribers, went to a good deal of trouble to borrow some of your maga- 
zines to get ideas. 

In the last few years—in particular since the war, and even prior to 
that—there has been a very marked degree of improvement in new 
homes and in remodeled homes in this country. There have been tre- 
mendous advances in new design, in greater efficiency, and especially 
in attractiveness of American homes to the people who live in them 
and the people who have to look at them. There has been equally 
marked progress in the improvement of old properties. In many in- 
stances cities have backed restoration programs that helped the prop- 
erty Owners in every way possible to restore old properties—to make 
then more livable, efficient, and attractive. 

I do not know of any way in the world that people in the average 
walk of life, all over the United States, could do this with their limited 
means, or develop good ideas for fixing up their homes or building new 
ones, without magazines such as Better Homes and Gardens, in par- 
ticular, and the books you publish in connection with the home. I 
am sure that this applies equally to the great segment of farmers 
throughout the Nation, who also derive a tremendous benefit from 
your magazine on farming, Successful Farming. 

If I may come a little closer to my home, I do not know what my 
wife did prior to being married in 1940 but ever since 1940 she has kept 
every copy of Better Homes and Gardens that you have ever put out. 

So I think it is important, in considering the question of postal 
rates, to recognize the desirability of getting these fine and helpful 
publications to the public. In my judgment, the fact that they do get 
to the public throughout this Nation in the quantities reported here 
today makes America a better place in which to live. Certainly, I 
think these publications contribute greatly to making this a nation of 
finer and more beautiful and better homes than one can find in any 
other country in the world. 

The CHatRMAN. You may continue, Mr. Hall. 

Mr. Rees. Before you continue, how much does it cost to send that 
$3.95 book through the mail? 

Mr. Haut. I ean tell you what it cost to send our magazine through 
the mail. 

Mr. Regs. I mean the big book. 

Mr. Haut. I cannot tell you specifically, Mr. Rees. They vary in 
size and weight. I should be able to, but I apologize, I cannot. 
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Mr. Rees. What does the other one cost you? 

Mr. Hatt. It costs us approximately 4 cents to send our magazine 
through the mail, per copy. 

The CuHatrman. All right; you may proceed. 

Mr. Haut. That was a very generous statement, thank you, 
Congressman Morrison. 

Mr. Morrison. Well, it is very true, sir. 

Mr. Hau. Two years ago Congress took a major step in formalizing 
in the Postal Policy Act of 1958 a policy whose origins go back to the 
beginning of our postal system. Congress stated the objective as an 
“adequate, economical, and efficient postal service at equitable rates 
and fees.” 

Regrettably, it seems at times that the Post Office Department has 
the tendency to substitute for this worthy goal the narrow and limited 
objective of eliminating the so-called deficit in the Post Office De- 
partment. 

PURPOSE OF THE POSTAL SERVICE 


Permit me for a moment to examine the curious philosophy which 
seems to motivate the Department. It believes, and I agree, that users 
should pay their fair share of costs. It believes, and I agree, that the 
postal service should be efficiently run. But it seems to feel that the 
test of efficiency is whether there is a “deficit’’; that is, whether the 
Department can be self-sustaining. 

So far as I am aware, no similar test is sought to be applied to any 
other of our great departments. When the State Department renders 
invaluable services to travelers abroad, when the Department of 
Agriculture serves farmers, or when the Department of Commerce 
serves businessmen, no one asks that the ‘‘users”’ bear the whole burden 
of the endeavor. 

In all these instances, and many more, the general good is thought 
to be served—and quite rightly, too—by services which directly benefit 
only one segment of the populace or of the economy. It is difficult to 
think of a service of the Government which is more indispensable to 
the general welfare, or which contributes more to the economic and 
cultural life of our country, than the post office. Many of the accepted 
governmental services of today were not dreamed of by this Nation’s 
Founding Fathers, but the need for an effective postal service was 
recognized from the beginning. It was no accident that the founders 
included as one of the 18 express powers conferred upon the Congress 
the power, ““To establish Post Offices and post Roads.”’ 

No responsible person, and certainly no responsible taxpayer, would 
suggest that the Government defray the entire cost of the postal 
service and that no charges be imposed for use. But the other extreme 
is equally untenable. No one should argue that it is immoral or im- 
prudent or unwise for the general taxpayer to bear part of the cost of 
a service essential to our whole national life. Meredith Publishing 
Co., as a rather substantial taxpayer, does not begrudge the use of 
taxes collected from it for the general welfare, whether it receives an 
immediate benefit or not. We believe taxpayers generally recognize 
this necessity. Efforts to balance the national budget should not be 
distorter or corrupted into an unrealistic «nd unattainable effort to 
make every Government service economically self-sustaining by 
assessing some of the users for the costs of the benefits enjoyed by 
the entire community. 
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IMPORTANCE OF REASONABLE MAIL RATES IN THE PUBLISHING 
BUSINESS 


It would be presumptuous to take up much of this committee’s 
time demonstrating a fact of which I know you are already keenly 
aware: that the mails have become an essential part of our economy 
in distribution of advertising and distribution of products. The post 
office has a monopoly in its field. No other comparable service is 
available, and innumerable businesses have been created and have 
continued to exist only through use of the mails. It would be un- 
thinkable to bar the mails to such uses. It is equally unthinkable to 
“price”? the mails by virtue of monopoly at levels which make im- 
possible the continued existence of established, useful, and productive 
enterprises. Just this result is threatened by the Post Office Depart- 
ment’s proposals, unhampered by the disciplines of competitive 
enterprise. 

It happens that we are engaged in a business which is unusually 
dependent on mail service provided at reasonable rates. Basically, 
this arises from the extremely competitive nature of the business and 
the resulting inability to pass on cost increases either to advertisers, 
who are free to go to other media, or to subscribers, who are easily 
lost. 

Meredith Publishing Co. will pay over $3 million in postal costs in 
1961 if the rate proposal now being considered is passed. This is an 
increase of $517,820 over the charges provided in the Postal Policy 
Act of 1958, which act in itself prescribed, for second-class mail, for 
example, increased rates of more that 30 percent—actually close to 
40 percent. 

The Postmaster General in his ‘Survey of Postal Rates’’ has stated 
that McKinsey & Co. concluded in its analysis that the publishing 
industry could pass these compounded costs on to the subscriber and 
advertiser. The apparent justification for this statement appears 
to be that since these rising costs have been absorbed or passed on 
previously, publishers can continue to do so. McKinsey & Co. stated 
that various increases in paper costs and wages since the middle 1940’s 
have not had an adverse effect on publishers. McKinsey & Co. gives 
no consideration to the financial implication of these increases, to 
which should be added, of course, postal increases, on the magazine 
publisher. 

Let us take a look at what these increases have done to one magazine 
publisher’s financial statement—ours. Over a period of almost 10 
years Meredith Publishing Co.’s publishing revenues have gone up 
substantially, while publishing earnings have gone down. McKinsey 
& Co. states that these costs have not seriously affected advertising 
linage. Contrary to this generalization, Meredith Publishing Co.’s 
magazine linage has dropped and advertising revenue decreased $4 
million from 1957 to 1959. This is indicative of the price-cost squeeze. 
The period 1946 to 1948 saw earnings at an average of 13.9 percent, 
when expressed as a percentage of revenue. During the period 1957 
to 1959, this average was 6.6 percent, or about half. 

The difficulty of passing on these costs to the subscriber is illustrated 
by the actions of a number of leading magazines which in recent years 
tried to improve themselves financially by increasing retail prices, 
only to find it necessary later to reduce subscriber prices. ‘This 
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happened to major weeklies and, in the farm field, to one of our 
competitors. Also, our Successful Farming found that higher sub- 
scription prices were not economical, and we returned to lower price 
levels. 

We found from our experience with Successful Farming that when 
we increased the annual subscription price, revenues increased mod- 
erately, but costs increased very sharply. So, although Subscribers 
paid more for Successful Farming, there was a net detriment to the 
company. In fact, the burden of costs in attempting to maintain our 
circulation became so great that we reduced the subscription price to 
its former level. This situation was not affected by the addition of a 
lot of extra circulation for Successful Farming’s circulation has re- 
mained stable. 

With our other publication, Better Homes and Gardens, we have 
made exhaustive price tests, and we have carefully evaluated the effect 
of a wide variety of prices. We know that customer acceptance 
declines rapidly as prices rise, and that a price increase generally leads 
to a much greater burden of sales costs than we gain from additional 
revenues. Because of this knowledge, Better Homes and Gardens 
has not increased subscription prices since 1951. 

A typical test will serve to illustrate this point. The test offered 
three equal groups of new prospects, chosen at random, a given num- 
ber of issues of Better Homes and Gardens at the following prices: 
Group I, $3; group II, $3.50; and group III, $4.20. With the direct 
mail promotion to group I, the result was that revenue exceeded sales 
costs by 216 units per order. 

Promotional mailings to obtain subscriptions are considered highly 
competitive and confidential, and our mailing department is unwilling 
to give this in terms of units per dollar; but it might be clear if we 
looked at it in terms of per order. Obviously, all publishers are con- 
stantly experimenting with different types of mail appeal, and you 
yourself I am sure, Congressman, receive all kinds, varying types of 
mail. 

Mr. Rexs. Do you not feel that this committee should have that 
information? 

Mr. Hau. We do not want it made public, but in effect we are 
giving it to you, sir, when I quote these figures. We have simply 
put it on a unit basis. But I would like to call it cents because I think 
it is a little more understandable. 

Mr. Morrison. In other words, that is a trade secret, is it not, 
within companies? 

Mr. Hatt. Yes. 

Mr. Morrison. We have political secrets in one party as to the 
other party, so I can understand that there are trade secrets in 
companies. 

Mr. Hawi. We will make mailings, Congressman Rees, of from any- 
where from 20 million to 40 million letters a year. The results of those 
mailings are highly important to us. 

Mr. Rees. You would rather not discuss it here? 

Mr. Haru. We do not want to disclose how effective our mailings 
are, because our competition can obviously copy our mailings. When 
we get good ones, we do not want them to know about it, and when we 
lay eggs we do not want them to know about it. 

Mr. Ress. That is all right. 
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Mr. Hau. On group 1, we offered it at $3, the revenue that we got 
back exceeded the cost of making the mailing by 216 cents, if I may 
put it that way. With the mailing to group 2, mailing at $3.20, tne 
sales costs exceeded the revenue by 7.2 cents per order. In other 
words, going from $3 to $3.50 reduced the return on this mailing 
from a substantial net revenue from the sale of the subscription to a 
small loss. 

roing to $4.20, the sales cost exceeded revenue by 79.1 cents per 
order. The mailings to groups 2 and 3 were exactly identical to group 
1 except for the price. Although results will vary from this test be- 
cause of the time of year, the mailing list used, and other factors, we 
are thoroughly convinced on the basis of many past tests that a higher 
subscription rate would be accompanied by a major decline in subscrip- 
tions, sharply increased costs, and a drastic decline in the results 
from subscription promotion. 

Aside from this fact, that it is impractical to pass additional postage 
costs along to subscribers through higher prices on future sales, it is 
also obviously impossible to collect more money from readers whose 
subscriptions have already been purchased, and whose magazines are 
still to be served in the months or years ahead. We have subscrip- 
tions. The average length of life of our Successful Farming subscrip- 
tions on our books is 40 months. The average length of life of our 
Better Homes and Gardens subscriptions is 21 months. In other 
words, we are already committed to deliver, for the next 40 months 
on Suecessful Farming and for the next 21 months on Better Homes 
and Gardens, copies of our magazines at subscription prices paid in 
the past. Even if it were possible, we could not pass along an increase 
in postage rates, but must for many months hence continue to absorb 
fully any increase in rates. 

Magazines make an enormous contribution to our culture, and 
their survival should be a cause of concern to the Congress. Our 
magazines happen to be dedicated to service rather than entertain- 
ment, and we as I have said, are tremendously proud of the contribu- 
tion that they make to improvements in farming and farm and urban 
living. But the principle for which we are arguing here cannot stand 
or fall on the merit of individual publications. The principle is that 
the general welfare is served by the continued dissemination of national 
magazines which, collectively, make the enormous contribution to our 
national economy and cultural life. 

Determination of fair rates: Supporters of rate increases urge that 
even the most praiseworthy use of the mails does not justify excusing 
the user from paying his ‘fair share” of the costs. 

The difficulty with this approach lies in its convenient vagueness. 
Most of us would agree that we should pay what is fair, but we 
respectfully differ with the methods of determining what is fair. 

The Post Office Department, for example, points with distress to a 
claimed $6.8 billion deficit since 1946. Recently a congressional study 
detailed public service as totaling approximately 15 percent of total 
postal costs. Only this year a bipartisan bill was introduced in the 
Senate fixing public service at 15 percent. On assumed total postal 
expenditures of $33 billion since 1946, a 15 percent public service 
charge would approximate $5 billion of this $6.8 billion claimed deficit. 

How much of the residual actual deficit is the result of inefficiency 
of governmental operation and the current costing of capital improve- 
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ments cannot be determined. We cannot presume to make sweeping 
generalizations impugning the unquestionably well-intentioned efforts 
of the Post Office Department to operate in a businesslike manner. 

We do know from our own experience that the Department fails to 
create adequate incentives for users to reduce the handling expenses 
on their mail. In my 1957 testimony which I have included with my 
written statement here, I reviewed some of the major economies 
Meredith has effected to the benefit of the Post Office (pp. 3-5). 

This is set forth in pages 3 to 5 of that testimony. I would like to 
take your time to read just part of them briefly. 

The CHatrMan. All right. 

Mr. Hatu. At that time, under the heading “ Publishers can help 
reduce postal costs,’ we said the following: 


We now perform many services at our own expense which reduce the number of 
times our mail must be handled by the Post Office, thereby saving the Post Office 
large sums of money. Some of these services are: 

(1) We have established, with the approval of the Post Office, 27 entry points 
strategically located throughout the United States to which we deliver our maga- 
zines at our own expense and via transportation of our choice. 

(2) We switch the load U.S. mail cars at our own expense right at our own 
plant, properly segregating the mail sacks for convenient handling at transship- 
ment and droppingoff points, thereby reducing sorting. 

(3) Better than 50 percent of our direct sack mail is ‘‘schemed’’ at our plant. 
Scheming involves the predetermination of the exact route the sack of mail will 
take from our plant via the publisher’s own transportation to each distant entry 
point and into the mails. This involves scheduling the exact train and mail car 
numbers, the date and time of day, and every other small detail necessary for the 
most efficient transportation. Each sack of mail is marked with explanatory 
symbols so that it is handled less frequently and eliminates the need for trained 
mail handlers at the entry point. At a great savings to the Post Office. 

(4) We deliver about 92 percent of our magazines at our own expense directly 
to raii stations and mail storage cars, bypassing the post office of entry and thereby 
avoiding a costly handling operating for the Post Office. (While this operation 
is required to a degree by the postal rules and regulations, we perform many 
services beyond the requirements.) 

(5) Approximately 92 percent of the Better Homes & Gardens magazines are 
made up in direct sacks, eliminating the necessity for any sorting or handling until 
the magazines arrive at the post office of final destination. 

(6) Lastly, to reduce handling at the post office of final destination, copies for 
distribution in the 109 largest post offices in the United States are uniformly 
wrapped, packaged, and zoned before leaving our plant, eliminating the primary 
sorting step. 

We have done these things to lower delivery costs, to shorten delivery time, and 
to minimize physical damage to our magazines due to excessive handlings. We 
are firmly of the opinion that, provided with further incentives, publishers gen- 
erally would expand and extend these efficiencies. The incentives should be 
provided through a postal policy relating rates to cost of services rendered. 

Turning back to page 9 of my prepared testimony: 

Meredith achieves benefits from these economies too, but it is 
obvious that encouragement of users generally to devise and effect 
such economies requires rate incentives. To the contrary, the De- 
partment’s proposal through its flat piece-rate provision actually 
would discourage publishers’ efforts to reduce their costs and the 
Post Office Department’s costs as well. 

If the Post Office is to be operated so as to provide for adequate, 
economical, and efficient service at equitable rates and fees, it should 
do everything possible: (1) To determine out-of-pocket costs of 
different kinds of mail handling, and (2) to propose rates which will 
realistically be related to such costs. 
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This, in our opinion, it has failed to do, and the Postmaster Gen- 
eral’s current recommendations provide quite the reverse. 

Instead, the Department works on the theory that if it cannot 
make ends meet, it should demand increases on an arbitrary basis, 
essentially without due consideration of costs involved, and without 
any effort to reward the user who accommodates his use to Post 
Office requirements to the extent possible. The result of such a 
policy will be more inequitable burdens on many businesses, some 
of which cannot survive such burdens. As a Government monopoly 
operating an essential service, the Post Office cannot “‘price itself 
out of the market”’; but it can, and | fear it will, price many valuable 
enterprises out of existence. We venture to predict, moreover, that 
the result of this shortsighted approach will not be the elimination of 
postal deficits. On the contrary, the Post Office Department will be 
back before you in another year, demanding another round of un- 
justified increases. 

The CHAIRMAN. Suppose salaries are increased again, which would 
further increase the cost of operating the post office. Do you not 
think rates should be adequately raised to take care of the additional 
expenditures of the Department? 

Mr. Hatui. Congressman Murray, I feel the rates should be raised, 
based on an attempt to allocate the out-of-pocket cost to the users, 
not on the basis on which it is being done. Salaries have been in- 
creased, and the volume of mail has gone up. But the costs of the 
Post Office Department have gone up much higher than either the 
volume of mail handled or the salary increases. 

In closing, I should like to reemphasize that we think Meredith 
Publishing Co. is representative of an important segment of our 
economy which renders an inestimable service to the pyblic welfare. 
We feel we contribute to the education and welfare of the farmer and 
the urbanite. We feel we help our citizens to be better citizens and 
raise children who will be a credit to their country. ‘We fecl we are 
partially responsible for America’s high standard of living, through 
the impact of the editorial content of our publications and the effec- 
tiveness of advertising appearing in our publications. ‘e also are 
convinced that we are paying, at least at present rates, fv'l measure 
for postal service rendered to us and to the public. 

We urge your committee not to let the Post OMee ™enartment 
treat the publishing industry, because they are second-closs mail 
users, as second-class citizens. 

Thank vou very much. 

The CuarrmMan. I do not see the necessity for that Inst sentence 
in your statement. You are not being treated as second-class citizens. 
Your are getting preferential treatment. 

Mr. Hat. We do not feel we are, sir. 

Mr. Rees. Do you feel, after all this fine thinking vou say about, 
yourselves, the wonderful service you are rendering to the neople of 
this country—and we agree you are running a splendid service—that 
vou are second-class citizens? Of course, you are doing those things 
because you get paid for them. But after all that, then vou tell us 
you are second-class citizens? 

Mr. Hatt. No; we feel the arbitrary increase of second-class 
postage rates would have that effect. 

Mr. Rees. Are you paying too much now? 
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Mr. Hawi. We are paying our own way, sir. 

Mr. Rees. Are you paying too much? 

Mr. Hau. We certainly feel we are paying at the present time the 
full cost of service rendered. 

Mr. Rees. But not more than you should be paying? 

Mr. Hauw. That is very difficult to say. 

Mr. Rees. You have not told me how much it costs you to send 
that big book through the mail. 

Mr. Haut. No; I will have to give that information to you later. 
I apologize for not knowing. 

(The information follows:) 

Hon. Epwarp H. REEs, 
House of Representatives, 
Washington, D.C. 

My Dear Mr. ReEs: Wednesday when I testified before the Post Office and 
Civil Service Committee, you inquired as to the postage that we pay on our 
books. These books are, of course, many sizes and many weights, but I am 
happy to provide you with a figure which is in direct response to your question. 

The books that I was holding up were our ring-bound Better Homes and Gar- 
dens cookbook, decorating book, handyman’s book, and garden book. They 
are the largest of our books and on an average we fall into the fifth zone book 
rate which averages a postage cost of 25 cents per unit. 

In other words in response to the question you asked me, it costs us 25 cents 
on an average to mail each one of these books. You may wish to enter this into 
the record. 

Very truly yours, 
Payson Hat, Executive Vice President. 


Mr. Rees. And the magazine costs about 4 cents to mail? 

Mr. Yes. 

Of course, Congressman Rees, it costs us to produce Better Homes 
and Gardens, which includes all the paper that goes in it, and the tre- 
mendous manpower that goes back of producing the paper, the ink, 
the editorial costs, and creativity, on an average of 25 cents a copy. 
It costs us 4 cents to deliver it. 

Mr. Rees. What share of your business cost is postage? 

Mr. Hau. Between 12 and 15 percent. 

Mr. Ress. Of your total cost of operating? 

Mr. Hatt. Yes. 

Mr. Rexs. I do not see how it could be so. 

Mr. Hatt. On a unit basis, I just said that it costs us approximately 
25 cents for all other costs. 

Mr. Rees. But it costs 4 cents to send that magazine through the 
mail? 

Mr. Hau. Yes. 

Mr. Rexs. Well, to produce the magazine costs more than 4 cents; 
does it not? 

Mr. Hau. The cost is 25 cents, approximately. 

The Chairman. Are there any other questions? 

If there are no other questions, thank you very much for your very 
fine statement, Mr. Hall. 

Mr. Hauu. Thank you, sir. 

The Chairman. Without objection, there will be made a part of 
the record at this point the statement of Mr. Edward Lustig, president, 
Circulation Associates, Inc., of New York City. 
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(The statement referred to follows: ) 


SraTEMENT BY Epwarp LustIG, PRESIDENT, CIRCULATION AssocIATEs, INC., 
New York, N.Y. 


Mr. Chairman and distinguished members of the Post Office and Civil Service 
Committee, my name is Edward Lustig. I am president of the advertising pro- 
duction and mailing firm of Circulation Associates, Inc., 226 West 56th Street, 
New York City; vice president of the nonprofit Business Mail Foundation, which 
makes its headquarters at 130 East 59th Street, New York; and a member of the 
board of directors of the Mail Advertising Service Association International, the 
mail production industry organization headquartered at 18120 James Couzens 
Highway, Detroit, Mich. I live at 172 Devon Road, Tenafly, N.J., just across 
the Hudson River from New York in suburban Bergen County. 

I cite this personal information because I would like to give you some facts 
about just how important stable postage rates are to many people with whom 
I am associated: first, where I work in Metropolitan New York; second, where 
I live in suburban New Jersey; and, third, throughout the Nation where I am 
active in many affairs of my industry. 

I would like to make just a brief, passing reference to the recent Commerce 
Department “impact” study, because I sincerely believed that while the survey 
was a noble gesture, the postage rate debate has long been clouded in a pre- 
ponderance of statistical, analytical surveys and mathematical research that, 
regardless of figure tabulation, can only tell half the story. There has been the 
Price, Waterhouse cost ascertainment. There has been Mr. Summerfield’s own 
detailed financial statistics. There has been the “impact” study. And more 
recently, there has been the McKinsey & Co. analysis of supposedly what extent 
third-class rates determine the success or failure of direct mail business. 

All of this research, and I am sure there has been even more, has focused entirely 
on the fiscal budget of operating the Post Office Establishment, the dollars and 
cents activity of those who use it, and the pros and cons of many strictly monetary 
considerations in between. 

But while financial and economic facts are being amassed by both sides, I 
believe we are all obscuring one of the most important and vital considerations 
of all, which simply can’t be measured in any accountant’s ledger book, either 
by the Post Office Department or the direct mail industry. 

This consideration is the extent to which all classes of mail contribute to the 
basie public service policy of a department of Federal Government established to 
benefit all the people. 

This consideration is my major testimony today. 

I am not going to give you a ledger report on how drastically my own business 
has been or will be affected by postage increases. I’m not going to complain 
that it’s a matter of life or death, as the gentleman from the Census Bureau said 
we always do. But I am going to try and point out a few things in my day-to- 
day experience with mail that I believe will never show up in any strictly economic 
surveys. 

These things are simply what mail—all kinds of mail—mean to people over and 
above any dollars and cents or profit and loss connected with it. This is not 
the impact it may have on our dollars and cents economy as a whole, or the 
impact it has on the profit or loss of its users. The impact I would like to tell 
you about, gentlemen, is that of education, information, and inspiration, at a 
time when our country as well as the entire world need it desperately. 

Now I cannot presume to speak for anyone in the country, let alone the world, 
except those with whom I am associated. But I would like to tell you a little 
something about these people I do know. And I’d like to tell you from the 
human side rather than reciting cold statistical facts about how much they mail 
and how much they have to pay for it. I’d like to show you instead that in 
their mailbags there is more to be considered than the poind rate of material and 
what it’s costing to move it to its destination. I'd like you to know just what 
is in these mail bags in terms of commercial mail communication that is con- 
tributing greatly to public information and education in all walks of life. 

And even though the examples I cite are in just a few areas of widespread 
national direct mail activity, I hope you will realize they may be just as typical 
as 63,000 permit holders surveyed out of a much larger total of 250,000. 

First is my own firm, Circulation Associates, Inc., which began in 1935 as a 
one-room “lettershop”’ with one multilith machine and one addressing machine. 
In those days we were a nonprofit institution, even though we never intended to 
be. And during 25 years of slow business growth, there have been many other 
times I could have said the same. 
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Today, Circulation Associates employs 250 people who perform 20 diversified 
direct mail production and mailing services from printing to delivery of material 
to the post office. In the course of a year we handle a whale of a lot of mail. 
And every time we do, for either a large or small firm, we cannot help but see 
that no matter what their mailing is intended to do, it does bring new informa- 
tion, education, and, yes, perhaps even inspiration, to someone. 

I believe that in our fast-paced, ultramodern society today, both government 
and industry are so preoccupied with technical and economic problems that we 
tend to completely forget the important human fact realized so well by the out- 
standing American who started this whole thing in the first place. Mr. Benjamin 
Franklin knew only too well—and we should, too—that ever since type and 
paper were invented the printed word in any form has brought enlightenment 
to mankind, regardless of how it was distributed. And through his civic foresight, 
a government system was established to extend this enlightenment to all Ameri- 
cans. Today, through human dedication as well as technological progress, this 
system is bringing millions of Americans information, education, and inspiration, 
commercial and otherwise, as broad in subject matter as any public library, 

Forgetting for a moment what this mail may or may not “sell’’ in relation to 
what “costs,” it is bringing information, education, or inspiration to someone, 
Not to everyone, but to someone it is bringing a new fact, anew idea, or a new 
personal benefit that may not have been there before. Regardless of whether 
or not its initial purpose is commercial or economic, it brings new informational 
enlightenment in a form expected and accepted in our free, competitive society. 
It may or may not be read. It may or may not be acted upon. But the impor- 
tant thing is that it is readily available for the interest or rejection of its recipients, 
who are all Americans. And in the face of what is happening to the freedom of 
ideas, information, and education elsewhere in the world today, I maintain that 
this ready availability—which puts all conceivable forms of enlightenment in 
the hands of the public for their personal choice of acceptance or rejection—is 
most important in the postage rate debate. 

We should not only consider the impact of modern day dollars and cents. 
We should also seriously consider the far greater proven impact of the printed 
word in all its forms. For if one of its most widely disseminated forms is priced 
out of the mailbox, the biggest loser will not be the direct mail production indus- 
try, nor the direct mail creator, nor the direct mail user. The real loser will be 
a publie denied all kinds of new information, education, and inspiration, formerly 
made possible only by a free enterprise system using a communication system 
long based upon public service. 

Just what is this ‘public service’? Well, if you looked into Circulation 
Associates’ outgoing mail bags you would see a great deal of it. Perhaps, for 
example, you would find mailings for insurance companies such as Mutual of 
New York. From a purely economic impact standpoint, chances are vou could 
determine insurance policy sales which result from prospect leads obtained by 
these mailings. And surely, insurance has a well-recognized impact on our 
Nation’s economy. But how could you measure the vast public service benefits 
from other types of insurance mailings that are institutional in scope, those which 
promote better health and safety throughout our population? 

A look into another mailbag at our firm might reveal an industrial meiling for 
Radio Corp. of America. Strictly business. Or is it? Is RCA’s eduestional as 
well as technical contribution to such things as the missile program strictlv busi- 
ness, or is there some measure of public service in this scientific progress os well as 
defense that benefits all Americans? I believe it is the latter. And. while vou 
undoubtedly won’t find any RCA missile information in our mailbags, vou might 
discover that they are distributing other technical education and information 
that will be widely used to benefit U.S. consumers everywhere. 

And what public service benefits are contained in America’s building and con- 
struction boom? What about the progress of new housing, new schools, new hos- 
pitals, new factories, not to mention our highway construction program. Does 
the Government consider all this activity an effort instrumental to our Nation’s 
human progress, or only the result of capital investment for a profit return? In 
our free enterprise system, I am sure it is rightly considered both. But the ques- 
tion may irase, ‘What has direct mail got to do with this construction progress?” 
One answer can easily be found in our mailbags labeled “F. W. Dodge Corp.” 
Here, you will find a leading service organization dependent upon the medium of 
mail to desseminate their vital, timely information that has become invaluable to 
construction progress. With our Nation’s urgent need for private, civic, and 
industrial dwellings of all kinds, this information provides a major contribution to 
construction expedience, definitely in the public interest. 
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A wide range of information and education also abounds in the business, con- 
sumer, educational, and religious publications for which our firm handles fulfill- 
ment as well as new and renewal subscription mailings. Currently our organiza- 
tion is mailing magaines, and/or the subscription efforts that bring them to the 
public’s attention, for 50 publishers whose mailings to selective different audiences 
reach approximately 5 million people per year. 

Among them are broad-interest consumer magazines such as Curtis Publishing 
Co.’s American Home, whose editorial features and ideas inspire better home- 
making throughout America, and several titles from Fawcett Publications, whose 
literary output also contributes heavily to a better informed public. 

Trade magazines ranging from Bakers’ Weekly to Architectural Record keep 
many businessmen informed on their industry’s affairs, while external company 
publications such as Steelways and Esso Marketers spread the new of news indus- 
trial methods, innovations, and technical progress to the entire business com- 
munity. 

You will also find us mailing such publications as Christian Heritage and the 
International Journal of Religious Education, which are creating a finer religious 
knowledge, understanding, as well as more active participation in the respective 
faiths they represent. In the educational field, there are publications like the 
Musie Journal, with an instructive, educational content that helps both teachers 
and professional musicians alike add greater perfection to their art. 

Also adding to the education of both children and adults are a myriad of books, 
encyclopedias, and phonograph records, much of the educational content of which 
are also sampled in promotional mailings we handle for publishers such as Grey- 
stone Press, Childrens’ Reeord Guild, and Living Languace Courses. Whether 
prospects buy the books and records or not, they are often given a brief synopsis 
or digest of them in promotional mailings they receive—free, concise educational 
facts and information they might never have known before. 

While the rance of diversified publications and books we handle is both large 
and small, perhaps most typical of the average publishing dependency on direct 
mail is the well-known publie affairs magazine The Nation, This oldest American 
journal of opinion currently mails about 30,000 copies per week to all parts of the 
country. To maintain this circulation, they must also mail 500,000 renewal and 
new subscription pieces per year. Operating on a low profit margin, continued 
mail activity by The Nation is their only method of distributing their current 
event facts, information, and editorial analysis which is widely used in schools, 
colleges, and libraries throughout the country. Just how important this activity 
is toward helping create better informed citizens can be seen in the typical daily 
mail this publication receives from its direct mail subscribers: 

“The Nation has helped me prove to the students of my course that intelligent 
scholarship, current events, and good writing can be fused to provide provocative 
and informative reading.’’—Owen Thomas, Jr., Department of English, UCLA. 

“The Nation has an important place in my political secience classes. I know 
of no more useful device for providing stimulating discussion and serious thinking 
about contemporary issues.’’—Dr. Norman L, Parks, chairman of social science, 
Tennessee State College. 

“TI find that the students always comment on the forthright editorials and the 
clear, informative articles in it.’—Dr. D. Flemming, Department of Political 
Science, Vanderbilt University. 

“T have found The Nation useful for supplementary classroom use. Its articles 
stimulate intelligent interest in contemporary issues.’’—G. K. Romoser, Depart- 
ment of Political Sciences, Ohio State University. 

“We feel the magazine is indispensable in our life, particularly on a college 
campus.’’—Mark Wyman, editor, University of Wisconsin. 

Here is valid testimony in just one of many areas on how direct mail activity 
such as The Nation’s is playing an important part in information and education. 
Any curtailment of this mail activity would seriously affect not only this educa- 
tional role of The Nation, but countless other magazine and book publishers who 
are also contributing greatly to a better informed public in all walks of life. 

And while we’re talking about information as well an ‘‘impact’’ on economy, 
I would like you to see some of the consumer mailings we handle for the New 
York Stock Exchange. I think they would speak for themselves as to their 
publie service value in informing the public just what makes American business 
and industry tick—this very “national economy” we've been talking about, 
which also has international importance. 

This type of informational stock exchange advertising hes already made a 
very significant impression on one group of foreizn visitors who are certainly not 
prone to accept it. It happened just last summer when a group of cultural 
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Russian Communists got a close look at American capitalist advertising in action 
at Monogram Art Studios in New York, with which my firm does a good deal of 
business. 

Among the Russians were Andri Gouber, Russian chief of western art and 
curator of Moscow’s Pushkin Museum; Yury Schvedov of the Moscow University 
faculty of journalism; and Stephen Churakov, well-known Russian oil painter 
and printer. As guides in the art an cultural section of the U.S.S.R. exhibition 
on display at New York’s Coliseum, they were invited to tour behind the scenes 
at Monogram, one of America’s largest creators of commercial “Selling” art, 
located at 515 Madison Avenue. 

Particularly interesting to the Russians was a full consumer campaign being 
illustrated by Monogram for the New York Stock Exchange. The ads were 
getting a humorous cartoon treatment which seemed to puzzle the Communists, 

‘“‘How can you be so funny about such a serious matter as your big Wall Street 
corporations?” asked one of the Russians. 

“Easy,” replied the Monogram artist working on the series. ‘‘Because the 
millions of Americans who own and profit from stocks of these corporations are 
Wall Street. And furthermore, whether Americans own stocks or not, they all 
love cartoons, particularly if they’re about Wall Street, mothers-in-law, or, best 
of all, our Government.” 

To me this answer seems to have somewhat of a significance to exactly what 
we're talking about here today. Because while these Russians got a firsthand 
view of all types of modern American advertising being created in a free enter- 
prise system, they were closely followed by reporters from all the New York 
newspapers, who questioned the Communists on their reactions to this Madison 
Avenue activity. 

Their answers reflected a tremendously important reason why we must main- 
tain a publie service post office, with postage rates economical enough for even 
the smallest American business or institution to use. For as the New York 
Herald Tribune quoted Yury Schvedov, leader of the Russian Communist group: 

“In Russia we do not have need for advertising and selling such as yours, 
But since we have been in America we have found your advertising fascinat- 
ing—particularly how your companies even use the post office to advertise by 
business mail.” 

Perhaps to the Russian Communist such a system is indeed “fascinating.” 
But there is certainly more than “fascination” that attracts ail types of American 
organizations and institutions to the use of business mail. And it is often much 
more than commercial advertising and selling, too. 

Among the most important users of business mail at Circulation Associates 
are charities, public health, welfare and conservation organizations, and other 
nonprofit institutions. Their far-reaching public service in many areas of our 
lives cannot be denied, because each and every piece of their direct mail is 100 
percent in the public interest. There are the National Audubon Society and 
Junior Natural History, who are both promoting a greater appreciation of the 
vital need for conservation of our natural resources. There is the American 
Jewish Committee, whose mail does a large informational as well as charitable 
fundraising job. And there is the American Bible Society, whose well-known 
work in promoting widespread readership of the world’s most important book is 
done largely through direct mail. 

These, gentlemen, are some of the many areas of publie service in direct mail 
I wish you could see as I do every day. These are some of the people who own 
the more than 10 million addressing plates we maintain for all types of mailings. 
And if you could talk to these people as I do, see their material as I do, and work 
with their lists as | do, perhaps you would realize that we are not dealing with 
just advertising and addressing plates alone. The 10 million names to which this 
mail is sent are a part of the American public—a publie which is receiving the 
“impact”? of information, education, and inspiration along with advertising of 
“economic” value. 

And it will be this “impact’’ on public service information, edueation, and 
inspiration—not the advertising—that would suffer most under prohibitive 
postage rate increascs. 

The institutional, the strictly educational, the unnecessary but desirable infor- 
mation for a better informed public, would by necessity have to be eut from many 
direct mail operations. And, as a result, I believe that the names of 10 million 
people entrusted to me to get this information and education would suffer a 
considerable, if not tangibly recognized, loss. 

Postage rate increases in an already high ination period would also start a 
wave of drastic “economy” list cuthael's which would greatly reduce the 10 million 
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plates we maintain. And for those names we throw out, there would be no busi- 
ness mail at all—information, education, economic, or otherwise. 

It would, indeed, be quite an “impact.” 

Now I would like to tell you something about the other side oi the river—what 
mail means to me as a private citizen, and to many other citizens who live where 
I do in Bergen County, N.J. 

I am a member of Temple Sinai, a local Jewish congregation of 350 members 
in Tenafly. Just 7 years ago when this temple was first formed, the congregation 
was less than a dozen and had no permanent place or worship of their own. But 
it did have a strong purpose: to unite its membership for action to build a temple, 
while instilling friendship and cooperation with ail other faiths in the area as well 
as the whole community. 

Through 7 long years of determination and hard work, Temple Sinai accom- 
plished both these goals, aided tremendously through use of the mails. Although 
operating on a rock bottom budget, Temple Sinai managed to send periodic 
public relations newsletters keeping the entire membership and the community 
abreast of building progress as well as cooperative activities with other faiths. 
Other mailings were made thanking the community for all its support, and 
pledging the temple’s continued interfaith cooperation and friendship. Because 
of this activity, the New York Journal American called it ‘A lasting symbol of 
brotherhood” in a feature article which said: 

“It will be a point of pride to the town—now and always—because the temple, 
when completed in June, will be a lasting symbol of brotherhood in action—of 
Christian and Jew working together in the name of God.’”’ To accomplish this 
work required the availability of low-cost continuing communication by mail, 
where postage rates were a major budget consideration. 

It is highly questionable whether this effort and its result could be duplicated 
by Temple Sinai today in face of higher postage rates, and even higher ones in the 
offing. But I mention this local religious case history because I am sure Temple 
Sinai shares the same position as thousands of other houses of worship of all faiths. 
And once again | wouid like to point out that the most important part of my 
Temple's direct mail activity was its informational, publie service concept—not 
merely fund raising. 

On the commercial side of the fence where I live are the local small merchants. 
Many whom I[ know are fighting for survival to stay in business. This is particularly 
true in the neighboring city of Englewood, a town of about 30,000 population 
where “Store for Rent” signs are a familigr sight on the main shopping thorough- 
fare of Palisade Avenue. While my personal knowledge of Englewood is local, 
what’s happening to these merchants on main street and why is definitely national. 

For years Englewood was the major shopping district for Bergen County’s 
Northern Valley area. Then came the giant highway shopping centers with 
two of the country’s largest locating in the center of my county. Their attraction 
is not only size and variety, but also shopping convenience underscored by huge 
parking availability. The lure had a serious effect on many main street merchants 
of Palisade Avenue in Englewood. 

But in the past few years, these merchants have been fighting back * * * 
with cooperative action spearheaded by direct mail. Thirty of Englewood’s 
hardest hit retailers formed the Guild of Englewood Merchants, with their 
initials GEM forming the local GEM plan. With the help of a local advertising 
agency, the GEM pian offers local customers credit cards by direct mail which 
are good in all 30 member stores. Seasonal and other promotional mailings are 
made to the 50,000 residents living throughout the trading area. 

This cooperative mailing action is helping many of these hard-hit merchants 
hold their own in a highly competitive retail area. Increased postage rates would 
undoubtedly cut back this activity, once again putting these merchants’ business 
future in jeopardy. 

Frankly, I wonder how many other local main street merchants across America 
are trying to organize for similar action * * * dependent upon direct mail. 
And I wonder about this because of the Government’s own dependency upon 
mail to help solve this and many other problems confronting small business 
today. 

In the summary report prepared by the U.S. Commerce Department for the 
President’s Conference on Technical and Distribution Research for the Benefit 
of Small Business, I notice that there are well over 300 various publications 
available by mail from many departments of government. In the foreword to 
this catalog, Harry W. Ketchum, director of the Office of Distribution says. 


| 
nfor- 
nany 
illion 
fer a 
\ 


174 POSTAL RATE REVISION 


“* * * such materials are used extensively by trade associations, educational 
institutions, trade papers, market research agencies, and consulting firms who, 
in turn, provide valuable services to small businesses toward the solution of their 
distribution problems.” 

This brings up the point that the U.S. Government itself is heavily engaged in 
commercial direct mail activity to disseminate information and education. This is 
certainly true of the Superintendent of Documents and the Government Printing 
Office, which are the largest publishers in the world * * * producing and selling 
millions of publications by mail on every conceivable subject. No commercial 
publisher I know ever had such best sellers as the Government booklets “Infant 
Care,” ‘The Child From 1 to 6,’’ and many other publications in all fields of interest, 

Now I have not seen the latest report of the Government Printing Office, but 
I do know as a matter of historical record that when John Defrees was appointed 
as the first Superintendent of Public Printing in 1861, only about $700,000 worth 
of Government printing was done each year. But through increasing awareness of 
the importance of disseminating information to the public by mail, this public 
printing budget has grown over the years to a point where it is truly tremendous 
today. 

And this government awareness of the importance of mail communication is 
not only in the area of informational booklets that are sold. Specifically, I would 
like to draw your attention to the recent census * * * where for the first time in 
its history, advance mail questionnaires were sent to every household. These 
questionnaires may well have been the largest single mailing ever undertaken by 
anyone in this country. The method by which they were distributed is most 
interesting to my business, because they were delivered with no printed name or 
address required * * * as postmen simply left one at each household along their 
routes. 

This was the very same ‘“‘patron mail’ which was denied our medium some years 
ago because of its “postal irregularity.” But regardless of this fact, it has been 
announced that these questionnaires——-hand!ed with a maximum economy business 
and industry would like to enjov —will save the Government millions of dollars in 
the time reauired to complete the census. And, of course, to all taxpayers such 
as mvself this is highly desirable. 

It is also desirable to see that our Government representatives such as my local 
Con’ressman in New Jersey are making greater use of direct mail to both inform 
their constituents and carry out their wishes. I am referring specifically to Ren- 
resentative Frank C. Osmers of New Jersey’s Ninth Congressional District in 
which I live. His periodic Washington Report newsletters mailed to New Jersey 
constituents keep them well informed om his legislative activities here in Wash- 
ington. And every vear the more than 50,000 of us in his district reeeive an Os- 
mers Questionnaire. This vear’s recently arrived in the mail asking us to tell bim 
how we felt on 13 current leading issues * * * ranging from the presidential elec- 
tions to southern lunch counter sitdowns. As our county newspaper, the Bergen 
Evening Record, says of Osmers’ direct mail effort: 

“Several of the questions have aroused attention in Washington and the replies 
thereto are being awaited with great interest. The broad seale congressional 
questionnaire technique was first developed and used by Congressman Osmers 6 
years ago. Many Senators and Congressmen have since adopted this form of 
opinion sampling.” 

In addition to this excellent government public service activity where IT live, 
local government, too, makes a wide use of direct mail in the publie interest. 
Tenafly’s new school construction and administration, its proposals for a new town 
hall and library and many other civic affairs are detailed in mail communication 
to allresidents. And in neighboring Englewood, where a proposed urban renewal 
program is getting underway, residents have received an outline of the city’s 
master plan and what it hopes to accomplish. Andon a countywide level, I can- 
not help but notice that the sample ballots T receive from the Bergen County Board 
of Elections prior to New Jersey elections are not franked * * * but bear the 
familiar ‘‘bulk rate’’ permit indicia. 

From all departments of Federal Government right down through State, county, 
and local government, there is no denying the wide use of public service direct mail 
that is necessary to create a better informed citizenry and a better public admin- 
istration. And I submit that if the direct mail bud¢ets of all these levels of gov- 
ernment were drastically slashed, it would have the same effect on good govern- 
ment as increased postage rates would have on private business and industry. 

In both cases, the public would be denied the important communication ot 
information, education, and inspiration so necessary toward building a better 
America. 
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I believe vou could confirm this, not from what I have told vou about my own 
business and hometown experiences alone, but from hundreds like me who share 
the same interest in public service mail as mine. Among those | know specifically 
are the 96 member firms of the national, nonprofit Business Mail Foundation, 
for which I serve as vice president. Included in its nonprofit projects, the founda- 
tion is actively engaged in efforts designed to help civic and other public service 
organizations make more effective use of the medium of direct mail. One current 
effort is a complete portfolio of materials sent to women’s clubs thronghout the 
Nation. * * * to help them plan, organize, and expedite direct mail for increasing 
their membership as well as to promote the many well-known projects undertaken 
bv these local clubs on their community’s behalf. This portfolio is currently being 
used by more than 300 of these women’s clubs in all parts of the country. 

The Business Mail Foundation also lends continuing informational and educa- 
tional support to other major users of public service direct mail. The importance 
of direct mail to these many users can be seen by just a few of hundreds of letters 
received by the foundation: 

“We have emploved direct mail in our fund-raising activities to support non- 
sectarian camp at Spring Valley, N.Y., and our recreation center in Manhattan 
for orthopedically handicapped children. We have found that direct mail reaches 
a variety of groups quickly * * *.”’—Martin Nahm, communications manager, 
New York Philanthropic League. 

“Direet mail is our most important single channel of communication to Govern- 
ment leaders, the clergy of all faiths, libraries, researchers, and, of course, our own 
membership. Consequently, our mailings run well into the hundreds of thousands 
each vear.’’——Leonard Sussman, executive director, the American Council for 
Judaism. 

“We visualize our direct mail as being a combination of education and fund rais- 
ing. Therefore, the continuing regular income which the federation and many 
other welfare agencies throughout New York secure from direct mail is the back- 
bone of our campaign. Our mailings have reached 35,000 approximately six times 
per year. Ve are a federation of 223 health and welfare agencies serving the 
Greater New York area.’’——David L. Davies, director of fund raising, Federation 
of Protestant Welfare Agencies, 

“The national organization is, of course, in constant touch with the local units 
of the organization. * * * Three times a vear we send a package of information 
and promotional material to our more than 1,000 councils. In addition, there are 
inevitably many snecial mailings.”—Mary J. Shelly, public relations director, 
Girl Scouts of the United States of America. 

These direct-mail users are typical of hundreds of public service organizations 
all over the country who would be seriously affected by increased postage rates. 
And this, too, could be confirmed, I am sure, if you could talk personally with the 
many direct-mail production organizations like mine which help both nonprofit 
organizations as well as business firms prepare their mail. Among the many 
large and small direct-mail production services located in every area of the country 
are 970 firms who are members of the Mail Advertising Service Association In- 
ternational, for which I serve on the board of directors. 

Like Circulation Associates, all of these 970 firms are, of course, commercial 
enterprises. But along with many others in our business, we like to feel that we, 
too, are contributing somewhat to public service through mechanical as well as 
educational liaison between the Post Office and countless business mail users. 

Traditionally, Circulation Associates and its many MASA contemporaries have 
always extended as much cooperation as we possibly can toward helpng the Post 
Office solve its mail sorting, handling and delivery problems. This cooperation 
is not only in many preparations of diversified mail before it reaches the post office, 
but also in continually educating business mail users of all sizes and types to the 
constantly changing and often confusing regulations, requirements, and prepara- 
tion practices the Post Office would like all business mailers to follow. This 
interindustry education helps mailers avoid errors which cause costly bottlenecks 
at the post office—siowups that are undoubtedly accountable in the postal deficit. 

Besides creating a wide range of periodic bulletins and news letters to keep mail 
users informed of more efficient mail preparation procedures, one of the most 
vivid examples of how our industry helps the Post Office in its educational efforts 
was demonstrated just last month during Direct Mail Day in New York. Similar 
to other Direct Mail Days held in major cities every year, this annual event has 
been sponsored for 27 years by the 175 major lettershops who are members of 
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MASA’s New York chapter, who represent nearly 10,000 skilled direct mail 
production workers. Direct Mail Day in New York is also actively supported 
by the following cooperating organizations: 
Advertising Club of New York. 

Advertising Federation of America. 

Advertising Typographers Association of America. 
Advertising Women of New York. 

American Association of Advertising Agencies. 
American Institute of Graphic Arts. 

American Pulp & Paper Association. 

Associated Printing Salesmen. 

Associated Third Class Mail Users. 

Association of Advertising Men and Women. 
Association of First Class Mail Users. 

Business Mail Foundation. 

Direct Mail Advertising Association. 

Electrotypers & Stereotypers Association of New York. 
Envelope Manufacturers Association of America. 
Hundred Million Club. 

Association of Industrial Advertisers. 

League of Advertising Agencies. 

Lithographers National Association. 

Magazine Publishers Association. 

National Association of Photo Lithographers. 

National Printing Equipment Association. 

National Association of Printing Ink Makers. 

National Council of Mailing List Brokers. 

National Paper Trade Associations of the United States. 
New York District Lithographers. 

New York Employing Printers Association. 

New York Envelope Manufacturers Association. 
Paper Association of New York. 

Pharmaceutical Advertising Club. 

Photo Engravers Board of Trade of New York. 

Sales Promotion Executives Club. 

Young Lithographers Association. 

Young Printing Executives Club. 

In the aggregate, membership of these organizations not only makes the graphic 
arts industry the second largest in New York, but also has a significant stake in 
business mail as a vital part of their graphic arts activity. To this end, all of 
these associations wholeheartedly support the public service of educating all mail 
users to cooperate with the Post Office for more efficient, faster mail delivery. 
They actively promoted Direct Mail Day in New York as a day dedicated to 
greater cooperation between business and the Post Office—a day that saluted the 
Pony Express Centennial by celebrating a century of business progress through 
postal communication and commerce—and «a day that paid tribute to Postmaster 
Robert K. Christenberry as honorary chairman, for the strides his post office is 
making toward modernization of both the facilities and service. 

At their own expense, the associations cooperating in this activity printed and 
mailed thousands of full-color programs which reached major users of direct mail 
throughout the metropolitan New York area. Included in the announcement of 
the day’s progress was this important message: 

“While you join in celebrating the heritage of Pony Express, and while you gain 
lucrative new ideas for future mailing success, MASA of New York, and all 
Direct Mail Day’s cooperating organizations urge you to: (1) Use correct zone 
numbers on addresses of all your mail; and (2) mail all your mail early in the day 
before 6 p.m.—to begin an even greater century of business progress, through 
postal communication and commerce.”’ 

During the full day’s program at the Hotel Commodore, post office educational 
literature was distributed to all businessmen in attendance, while the latest post 
office automation equipment was also on display all day. 

While all of this activity was only 1 day’s effort in our industry’s continuing 
educational help to the post office, Miss Kathleen O’Connor, public relations 
director of the New York department, told us it was one of the most helpful 
demonstrations of business cooperation with the New York post office. 
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In summary and conclusion, gentlemen, I hope you will give your most serious 
consideration to the extent to which all classes of mail and their users as well as 
their producers contribute to the basic public service policy of the Post Office 
Department. 

| think we must all give more serious consideration to this basie policy, par- 
ticularly if we are to believe the very creed inscribed on the Washington, D.C. 
post office itself. This creed tells us that the United States Post Office Establish- 
ment 1s: 

“Messenger of Sympathy and Love—Servant of Parted Friends—Consoler of 
the Lonely —Bond of the Seattered Family—Enlarger of the Common Life— 
Carrier of News and Knowledge—Instrument of Trade and Industry— Promoter 
of Mutual Aeauaintance—Of Peace and Goodwill Among Men and Nations.” 

To protect and preserve all of these functions, I urge you to hold the line on 
present postage rates for the following important reasons: 

The impact of increased postage rates would result in a cutback of mail of all 
types which is directly or indirectly in the public interest. Regardless whether 
it is commercial, institutional, civic, or charitable, this mail brings information, 
education, and inspiration to all Americans everywhere. Any increase in postage 
rates would be a blow to today’s educational importance of the printed word in all 
forms—the “carrier of news and knowledge.” 

The impact of increased postage rates would place a direct and immediate 
burden on all welfare and charitable organizations now dependent upon direct 
mail for their public-service income. A 50-percent increase in the cost of obtain- 
ing this income would diminish a good deal that is now a great ‘‘enlarger of the 
common life.”’ 

And the impact of increased postage rates within business and industry itself 
would also deprive our Nation of a large measure of economic progress * * * more 
vital than ever before in the face of Communist threats that they will “bury” 
us * * * through the instrument of trade and industry. 

One of the most current and widely circulated educational Post Office publica- 
tions is a booklet entitled ‘The World’s Most Mechanized Post Office,’”? which 
contains the modernization story of the Washington, D.C., post office. In a 
personally signed message headlined “The Significance of It All,’’ Postmaster 
General Arthur Summerfield himself had this to say: 

“The U.S. Post Office is the greatest communications system on earth. It is 
the lifeblook of our commercial life; the handmaiden of our free press; the fabric 
that binds our social life together. Uncensored, efficient, serving 175 million of 
our citizens daily, the U.S. Post Office Department is a basic life force that gives 
practical meaning to our free way of life.” 

In this inspiring description of exactly what we are talking about here today 
I could not more fully agree with our distinguished Postmaster General. In 
addition to the many remarks I have already made in this direction, all I can add 
is that I now feel like Ben Jonson must have felt when he said: 

“Tam a printer, and a printer of news. And I do harken after them, wherever 
they may be at any rates. I'll give anything for good copy now, be it true or 
false, so be it news.” 

Thank you, gentlemen, for your kind attention. 

The CuarrMan. Now it is about time for the House to convene, 
and the committee will be unable to hear the remainder of the witnesses 
scheduled for today. 

They will be heard the first thing tomorrow morning, in the order 
in which they are listed. Mr. Kirby will be the first witness. He is 
the executive vice president of the National Council on Business Mail. 
The other witnesses will follow as they are listed on the schedule for 
today. 

The committee will now stand in recess until 10 o’clock tomorrow 
morning. 

(Whereupon, at 11:50 a.m., Wednesday, May 18, 1960, the com- 
mittee recessed to reconvene at 10 a.m., Thursday, May 19, 1960.) 
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THURSDAY, MAY 19, 1960 


House or RepresENTATIVES, 
ON Post Orrice AND Civit Service, 
Washington, D.C. 

‘The committee met, pursuant to recess, at 10:15 a.m., in room 215, 
House Office Building, Hon. Tom Murray (chairman of the commit- 
tee) presiding. 

The CHarrman. The committee will be in order. The hearings will 
be resumed on postal rate legislation. 

I first recognize our colleague, Congressman Oliver, of Maine. 

Mr. Ottver. Could I ask permission to insert in the record at this 
point, Mr. Chairman, some statements from constituents of mine who 
are opposed to increases in postal rates on third class? 

The CHarrMan. Very well. 

(The information referred to follows :) 


WESTERN MAINE Forest NURSERY Co., 
Fryeburg, Maine, December 29, 1959. 
Hon. JAMES C. OLIVER, 
House Office Building, Washington, D.C. 


DeAR Mr. OLIveR: Some time ago I wrote you in regard to the parcel post 
increase, which supposedly is to become effective February 1. You certainly 
have taken a great interest in this matter and I do appreciate it. 

I hesitate to write you again, but it has recently been brought to my attention 
that it is very possible that a request will be made in the coming Congress 
for an additional rate in third-class mail. It is inferred that the increase 
may be as high as 50 percent of the current rates. This, as you know, does 
materially affect people in the mail-order business and anything that you can 
do to forestall such an increase will be very much appreciated. 

It seems to me that the Post Office Department is asking for too many in- 
creased rates too rapidly. If the Department wishes to put a lot of mail-order 
concerns out of business, it surely is accomplishing that purpose. There are 
a great many things which have been thrown onto the Post Office Department 
to process, for which they get no recompense. It seems to me that the Depart- 
ment could in some way reduce some of its expenses so that an increase every 
6 months or so would not be necessary. 

Sincerely yours, 
Harry EASTMAN. 


WESTERN AvuTO ASSOCIATE STORE, 
Kennebunk, Maine, April 16, 1960. 
Hon. JAMEs C. OLIVER, 
Congressman from Maine, 
Washington, D.C. 

Dear Sir: It just came to my attention this morning that Postmaster General 
Summerfield wants to increase the postage on third-class mail, and that there 
are several bills introduced that, if passed, would work an undue hardship, 
if not prevent entirely, our use of direct mail advertising in our locality. 
Because of this I am writing to ask if you will study this measure, and take 
into consideration our points of view on the matter. 
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We have, at the present time, a finely developed and effective service avail- 
able through Western Auto Supply Co. which gives us the opportunity to 
purchase very attractive and highly colorful catalogs for distribution by mail, 
These circulars describe the merchandise we handle in such a complete man- 
ner of detail and extent that it would be virtually impossible for me, at least, 
to duplicate its impressiveness in any other way. By no stretch of the imagi- 
nation could I even begin to let the public know all about so many of the 
ralues we have available either through the newspaper, radio, or TV, to say 
nothing of the cost. As a result, if the mailing of these circulars becomes 
prohibitive because of postage cost it will hinder me from using the very best 
medium of advertising which I now have available. 

Now, the distribution of these circulars has one other attribute which I be- 
lieve should be considered. When we send them out the response is very notice- 
able in that the public receiving them never fail to comment on the fact that 
it helps them in their search for products they need. It is true then, if 
perhaps surprising, that I believe these circulars to hold a place as a public 
service which should not be dispensed with. 

In closing I would like to add that I hope you will consider this of the utmost 
importance. Small business, and in Maine we are certainly no exception, needs 
to retain every ounce of strength it can. You will understand then, I know, 
when I ask for your vote against these measures which will increase postage 
rates on third class mail. 

Thanking you in advance for any effort you will make to straighten out this 
problem, I am, 

Respectfully yours, 


ARTHUR T. JACK. 


SoutnH WINDHAM, MAINE, May 5, 1960. 
Representative JAMES C. OLIVER, 


House Office Building, Washington, D.C. 


Dear Sir: The writer has noted with some apprehension the possibility of an 
additional increase in minimum rate on third class postage. 

It is believed that this could be extremely prejudicial to certain forms of 
advertising at the expense of certain other types and should be entered into 
only if it can be clearly established that it is justified. 

I would personally like to go on record as being opposed to any further in- 
crease in third-class postage at this time. 

Yours very truly, 
L. C. ANDREW. 


RICHMOND, MAINE, April 28, 1960. 
Hon. JAMES C. OLIVER, 


Old House Office Building, Washington, D.C. 


Dear Str: I am taking the privilege of contacting you regarding your efforts 
on the Committee for Postal Rates. 

Since 1953 we have had, here in Richmond, Maine, the Charles A. Eaton 
Co., manufacturers of shoes, who employ 200 people with a $500,000 yearly 
payroll. 

This company has established a successful sales program which enables them 
to reach their consumers through approximately 15,000 part-time salesmen. 
This sales force is continually changing with new recruits being added. 

The Eaton Co. depends upon third-class mail, for both recruiting new sales- 
men and for disseminating product information, prices, brochures, etc., to this 
sales force. Therefore, this third-class mail is an integral part of their business. 

Any substantial increase in rates of third-class mail would affect the Eaton 
Co. and the town of Richmond. This is a respectful request to exert your in- 
fluence to hold the present rates. 

If there are any other pertinent facts that would be helpful to you on this 
important matter, kindly let me know. 

Yours truly, 


Haroitp W. BATEs, 
Selectman, Town of Richmond. 


A 
1 
; 
‘ 
— 
| 


avail. 
unity to 
by mail, 
‘te man- 
at least, 
imagi- 
of the 
, to say 
becomes 
ery best 
ch I be- 
notice. 
that 
then, if 
public 
utmost 
1, needs 
know, 
postage 


ut this 


TACK. 


1960. 


y of an 


rms of 
‘d into 


her in- 


REW. 


960. 


fforts 


Eaton 
yearly 


them 
smen. 


sales- 
0 this 
iness. 
Eaton 
ur in- 


1 this 


nd. 


POSTAL RATE REVISION 181 


RICHMOND, MAINE, May 9, 1960. 
Hon. JAMES C. OLIVER, 
Old House Office Building, Washington, D.C.: 
We urgently request bill to increase postal rates on third-class mail be defeated 
due to adverse effect on Charles A. Eaton Co., local shoe manufacturer. 


RoGeR GIBBS, 

CARL CuRTIS, 

HAROLD BATES, 
Selectmen of Richmond, Maine. 


Cuartes A, Eaton Co., 
Richmond, Maine, May 12, 1960. 
Congressman JAMES C. OLIVER, 
House Office Building, Washington, D.C. 

DEAR Sir: The purpose of this letter is to register with you and with the 
Committee on Post Office and Civil Service my objection to H.R. 11140 by 
Mr. Murray, chairman of the House committee. The reasons that I am 
particularly opposed to this bill are as follows. 

Our shoe manufacturing business employing approximately 100 people in 
Brockton, Mass., and 200 people in Richmond, Maine, is highly dependent on 
the use of the third-class mail. We sell most of our shoes through independent 
agents directly to the consumer. These agents live throughout the whole 
country and vary between 10,000 and 20,000 in number. 

We maintain the size of this sales force by recruiting through the third- 
class mail people who have previously demonstrated an interest in part-time 
work to supplement their present income. To maintain a sales force of the 
size necessary to keep our home office and factory organization fully employed 
requires mailing at least 2 million letters by third-class mail a year. These 
letters are partly for the purpose of recruiting new sales people and partly 
for the purpose of keeping in contact with the thousands of active agents for 
such purposes as sending them order books, supplies of many sorts and our 
special sales bulletins. 

In addition to this use of third-class mail, we are also heavy users of parcel 
post to ship our individual packages of shoes to our customers. The substan- 
tial increases that in recent years have been put into effect on postal rates 
have already put a very heavy burden on this important part of our cost 
structure. To raise the rate further is obviously going to inflate our costs, 
making it much more difficult to keep our factory fully employed. 

I particularly object to the suggested drastic increases in the third-class 
mail for these reasons. Our third-class mail does not seem to me to come into 
the category sometimes referred to as “junk” mail. Ours is mail that has as 
its purposes the selling of an honest product made by an 80-year-old firm 
through agents who have demonstrated that they want to make additional 
income and are willing to work distributing shoes in their locality to make 
the extra income. 

Our business has been built up * * * our sales organization has been 
established; our hundred employees at our home office in Brockton, Mass., 
and our 200 employees at our factory in Richmond, Maine, have all been hired 
and trained with the basic supposition that our company could depend on the 
services vital to us that have been and are now being offered by the Post 
Office Department. It seems entirely wrong to me for us to build a solid 
business such as ours and to then have postal rates on which our business is 
based as sharply increased as the pending legislation would do. 

The total increased cost of postage to our company recommended in H.R. 
11140 would be approximately $20,000. This exceeds our total net profit before 
taxes in 1959 by $6,000. 

If the postage rates are raised as this bill recommends it, we will undoubtedly 
be forced to cut back our direct selling business. This would mean a reduc- 
tion in employment in both our Brockton, Mass., headquarters and our manu- 
facturing plant at Richmond, Maine. 

I would certainly not attempt to say what the difference in mail rates 
should be between first-class mail and third-class mail. I am familiar enough 
with time study work in our own factory to realize that it is difficult to 
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generalize without having careful studies made by competent time study 
engineers. I do know, however, that in third-class mail we hire employees 
to do a considerable part of the work that the post office itself does on first- 
class mail. We sort this mail and tie together the envelopes going to each 
locality. These letters do not then have to be handled individually at the 
post office and the bundles can go directly to the proper area. 

In addition, we work very carefully with the post office as to when we 
deliver to them our volume of third-class mail so that it can be handled at the 
slack periods, thereby greatly helping to even out their workload. At the 
delivery point third-class mail is also handled at a time when they have spare 
capacity. 

Certainly these differences in the service for third-class mail should justify 
a different standard for computing post office overhead and labor cost than what 
applies to first-class mail. 

For these reasons it would seem to me that third-class mail should be handled 
very substantially under first-class rates. 

I strongly urge you to oppose the legislation to increase the cost of postal 
service, particularly in the area of third-class mail. 

Sincerely, 
CHARLES C. EATON, Jr., President. 


SWARTHMORE COLLEGE, 
Swarthmore, Pa., May 19, 1960. 
Representative JAMES C. OLIVER, 
House Office Building, Washington, D.C. 

DEAR Mr. Ortver: As I have not yet been notified of the possibility of ap- 
pearing before the House Post Office and Civil Service Committee, I am sending 
you my testimony to be inserted into the record if you would be so kind. I 
want to thank you very much for the trouble you have taken to try to arrange 
for my appearance, and also for the most helpful materials which you have 
sent me. 

In my testimony, I have tried to remain as specific to my father’s firm as 
possible, rather than dealing with the generalities involved. If you will bear 
with my inarticulateness which you have already encountered in my previous 
letters, I would like to pursue two lines of thought which I did not mention in 
my testimony. 

The first is an inconsistency in the reasoning of the post office officials. 
Both Mr. Summerfield and Mr. Gillette point out, and rightly so, that first- 
class mail should pay above cost due to its preferential treatment. Later on, 
they both maintain that other classes, including third-class, should eventually 
pay their way in full. There seems to be a lack of conception of the fact that 
if first-class returns a profit and the other classes break even, the Post Office 
will return a profit. Given even present first-class rates, the other classes do 
not have to pay cost in order to have a balanced bubget. 

A more major point to be brought up concerns the entire philosophy of democ- 
racy. In democracies, there is no intrinsic moral good about enforcing the will 
of the majority. The majority opinion is morally correct only when it does not 
have serious consequences for the minority involved. It is because of this 
distinction that we guarantee individual rights, rights of religious sects, and 
rights of minority races. 

McKinsey & Co. came up with some nice charts to “prove” that the proposed 
increased rates would not hurt the volume of third-class mail and moreover 
wouldn’t hurt the small businesses. Now, I am not a fancy advertising com- 
pany from Chicago, but I do know what effects these rate changes have had and 
will have upon my father’s business. It seems fairly plain to me that a lot of 
other small businesses are in the same spot. Small businesses are usually 
specialized and can’t afford great networks of salesmen to cover the country 
selling lots of different lines. Low cost direct mail is the only way these small 
firms can compete with the giant corporations, and the rise in rates drastically 
damages their economic position. 

Why, one might ask, do we want the small firms anyway? Admittedly, they 
are not as efficient as the giants. However, one of the chief advantages of our 
country is the fluidity of a person’s economic status in the society. The small 
business is a vital link in bridging the gap between employee and employer, and 
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as such, deserves to be treated as a necessary economic unit. We do not want 
to lapse into a rigidly stratified society with little opportunity for advancement. 
McKinsey & Co. reported that the average per capita expenditure for first- 
class mail was approximately $2 in 1959. They pointed out that this was only 
one-tenth of 1 percent of average per capita disposable income. Looking at it 
in these terms, the average per capita cost of third-class mail to the private 
citizen is only one-twentieth of 1 percent. I think that this is a small price 
to pay in order to insure the existence of small business and thus the free 
competition and fluidity of economic position so vital to our way of life. 
Again, thank you for all of your trouble. 


Yours truly, 
PETER S. WALCH. 


STATEMENT OF J. WESTON WALCH, PUBLISHER, PORTLAND, MAINE 


Mr. Chairman, members of the committee, my name is Peter S. Walch, 
and I am a sophomore at Swarthmore College, Swarthmore, Pa. I am here 
today because I want to speak for my dad. My dad is J. Weston Walch, 
owner and operator of the small publishing firm, J. Weston Walch, Publisher, 
located in Portland, Maine. 

We specialize in inexpensive paper-bound manuals in the educational field, 
including handbooks on various high school and college topics for debate, stu- 
dent workbooks, and especially, teachers manuals showing the most efficient 
and up-to-date methods for teaching various elementary school and high school 
subjects. Our writers range from Machias, Maine, to Alameda, Calif. Our 
books are used widely by schools all over the United States and Canada and 
we have oceasional sales all over the world. Our books have been endorsed 
by many of the State departments of education, and the staffs of a great 
many of the teacher colleges. 

All of our sales are made by mail. We send out between 300,000 and 
400,000 individual mailing pieces a year by third-class mail. As you know, 
until very recently these went out for 144 cents each. The proposed minimum 
rate of 3 cents a circular means a 100 percent rise in a very short interval on 
what is to us our chief cost of doing business. Needless to say, this would 
be a great hardship to a small company like ours. 

Mr. Summertfield’s statement that postage costs are of small concern in mail 
order promotions simply is not true, at least as far as we are concerned. 
We prepare all of our circulars ourselves, as inexpensively as possible, and 
run them off on our own small offset presses. There is nowhere we can 
effect further economies to offset further rising postage costs. 

With circular postage rising already the first of July, we have had to adopt 
a policy of refusing to consider any more book manuscripts covering the 
lower elementary grades. Another postage rise would compel us to stop 
publishing in several important high school fields. 

A small publishing firm like ours cannot afford to send out salesmen, since 
our unit of sale is too small. Nor can we travel widely with our books to 
conventions. A majority of our books are sold one to a teacher. We are 
not in the mass textbook market and never will be. We are entirely dependent 
on the use of the mails. 

Every day, when you pick up your paper, you read of mergers between 
companies. Many times, smaller concerns are being gobbled up by larger ones. 
Today, it is getting to be very hazardous for a person to start, or to stay in, 
a small business. And yet, the ability to start a small business of your own, 
and operate it yourself, is supposed to be an essential part of the American 
way of life. 

Equitable third-class postage rates are a very important factor in allowing 
the little company to compete in the national markets, despite its inability 
to maintain a vast sales organization. It allows the little company to do this, 
regardless of whether it is located in a big population center, or in a sparsely 
Settled State like Maine. This is a very important factor for you to con- 
sider before you decide to endorse another important increase in third-class 
postage rates. 

Thank you for this opportunity to appear before you in behalf of my 
father’s company. 
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Mailings by 3d class, school year 1959-60 


Number Number | Percent of | Average 
To whom of mail- mailed Total return unit 
ings 
College debate coaches____________- 2 16, 000 | 32, 000 14.5 $20. 00 
High school debate coaches____-__- 4 9, 000 | 36, 000 5.0 22. 50 
Superintendents of 1 4, 900 | 4, 900 (}) 
iligh school science teachers____________- 1 42, 000 | 42, 000 3.5 8.00 
High school business teachers 1 | 29, 800 29, 890 3.0 7.00 
High school math teachers___..-.._-- 1 31, 600 | 31, 600 4.0 11.00 
High school shop teachers. - --- 1 31, 500 31, 500 2.1 6. 50 
Elementary school teachers______._._-.-- 1 216, 420 | 216, 420 3.0 4. 50 


1 No records. 


The Cuairman. Mr. Porter? 

Mr. Porrer. Mr. Chairman, I received a letter yesterday from the 
Secretary of Commerce about the study which we have discussed in 
this committee, the one that cost about $200,000. I would like to 
read the reply at this time and make a few comments on it, because 
it is so pertinent to what we are talking about. 

The CHairman. Very well, sir. 

Mr. Porter. It is dated May 18 (reading) : 


This is in further reply to your letter of May 6, in connection with the Depart- 
ment of Commerce “Survey of the Economie Effects of Third-Class Bulk Mail 
Rate Increase.” 

First, you should know that as Secretary of Commerce I feel a deep concern 
for business users of bulk third-class mail along with all other segments of our 
business community. However, I do not feel that the results of our recent 
study are such as to warrant either delay or cancellation of the rate increase 
scheduled to become effective on July 1, 1960. I feel that the scheduled in- 
erease is in accord with the policy in Public Law 85-426 which states that postal 
rates and fees shall be adjusted from time to time to produce the amount of 
revenue approximately equal to the total cost of operating the Postal Establish- 
ment, less the amount attributable to the performance of certain designated 
public services. 

Our report stated that it was not possible to measure directly the effect on 
users of a rate increase scheduled for the future. On the other hand, our 
analysis of the effect of the last increase brought forth no compelling reason 
that would lead me to think that the July 1 increase would have an effect on 
either the bulk third-class mail users in particular, or the economy in general, 
of such a magnitude as to warrant my recommending that an exception be 
made in the stated policy. 


At this point I want to break off from reading the letter to read 
from page 6 of the report itself: 

No attempt has been made to assess the probable impact of the second bulk 
third-class rate increase which will become effective July 1, 1960. It was felt 
that such an assessment at this time, lacking a factual basis, would necessarily 
be speculative. 

My own comment is that if it was speculative then and had no 
good, factual basis, I do not know how he can assume that he knows 
anything more at this time so that he can say we can go ahead and 
have the increase. It seems to me it Is still speculative. 

Going on with his letter: 


In connection with your request for additional information, most of the 
statistics published in the section of our report on users of this class of mail such 
AS number of mailers, pieces mailed, postal charges, ete., are based on data 
obtained from postal records. Since all the post offices selected in the sample 
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supplied the information requested, the results are not subject to any non- 
response bias, and any nonsampling errors which may have occurred are 
relatively low. However, in order for the reader to be able to judge the reli- 
ability of the statistics, we computed and published coefficients of variations 
(sampling errors). 

In addition, we computed and published in this section of the report certain 
figures and ratios (i.e., postage to gross receipts, postage by kind of business, 
pieces by dependence on bulk third-class mail) with the figures obtained from 
both postal records and survey returns. These latter data were subject to 
varying degrees of nonresponse bias as well as sampling errors. However, it 
was felt that they were not too seriously affected by these limitations and were 
therefore included in the report. 

It should be noted that the surveys used for this report were conducted on a 
voluntary basis. Approximately 30 percent of the sampled users of bulk third- 
class mail filed no reports, with the nonresponse rate for certain inquiries being 
larger. Although the postal data (i.e., number of pieces, postal charges, ete.) 
were obtained for mailers who did not respond to the survey request, no precise 
measure was available as to their gross receipts, net operating income, or em- 
ployment. Estimates of these totals would have to be based on the assumption 
that these measures were related directly to activity in bulk third-class mail. 
Data derived from such an assumption would not meet acceptable standards 
for publication. 


Since we are talking about the impact of rate increases, we certainly 
have to have these particular data. 
He continues: 


For your information, we have computed percent change in gross receipts, net 
operating income and employment by kind of business, by size of business (gross 
receipts) and by dependence on bulk third-class mail. These data are shown 
in the enclosed tables and mark this statement. 

These statistics, although subject to sampling and nonsampling errors support 
the conclusions contained in our report to a marked degree. 


They are no good, he says, but they do support his conclusions. 


The response rate for each of these measures came to approximately one- 
half of the number of mailers canvassed. These respondents reported for the 
first half of 1958, gross receipts of $111 billion, net operating income of $10.3 
billion, and employment of 9.6 million. 


Of course, I could comment that this includes General Motors and 
some others, but still it is a very respectable amount of money. 


We should like to point out that these data represent totals for all activities 
of these mailers regardless of their dependence on bulk third-class mail. <As 
shown in table IV—9 of our March 1960 report to the Congress, 40 percent of 
the pieces mailed by bulk third-class mailers were mailed by establishments with 
less than 10 percent dependence on bulk third-class mail. 

As you can see from a review of the material sent you herewith, these un- 
published data strongly support the conclusions in the study which we sent 
to the Congress. On the other hand, the relative smallness of the original 
sample, when combined with the nonresponse rate and inadequacy of reply 
on certain inquiries, resulted in reducing the number of usable cases for certain 
statistical “cells” to the point of limiting their statistical validity for publication 
purposes, These technical considerations led us to conclude that it would be 
injudicious and perhaps misleading to include these data in our report. At 
the same time, we are endeavoring to develop additional data on these subjects 
for such assistance as they may provide for the Government and the public at 
large. 

[ want to comment here that this is exactly the data which we 
wanted with regard to impact, and apparently they are still endeavor- 
ing to develop these additional data. 

I would like very much to have the Bureau of Census, if they are 
the ones doing this, to send somebody up here to tell us what they 
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are doing and how soon they will have it, so we can have what we 
thought we were getting for our $200,000. 

Mr. Gross. Will the gentleman yield ? 

Mr. Porter. Yes; he will. 

Mr. Gross. This assumes that the committee is incapable, appar- 
ently, of evaluating the material. 

Mr. Porter. I would not subscribe to that, Mr. Gross. 

The CuarrmMan. Let us get along with this. We have many wit- 
nesses from out of town who must be heard this morning. 

Mr. Porrer. Yes. 

The point I want to make is that we asked for this several years 
ago and did not get what we asked for, because apparently the 
returns were not up to what they should have been; or the data 
exists, but we do not have it in the report. I would like to have the 
Bureau of Census send somebody up here so we could talk to them 
about it. 

His last paragraph reads: 

I sincerely hope you find this preliminary material of use despite its limita- 
tions. I regret that we cannot furnish you with data on taxes paid by bulk 
third-class mail users, since this information was not collected as part of our 
study. 

I think it has considerable limitations. I think this is an admis- 
sion by the Secretary of Commerce that the report which we asked for 
does not do what we wanted it to do. 

I will include, Mr. Chairman, with your permission, the charts 
which he sent up. I find them interesting; but since he himself says 
they are not reliable, they will have to be taken on that basis. 

The CuarrMan. Very well. They will be included for consideration 
by the committee. 

Mr. Porter. Mr. Chairman, I would like to request that as soon as 
possible we do have somebody from the Bureau of Census come up 
here and to tell us what they are doing to get these answers, what we 
thought they were doing. 

The CHairmMan. We will see about that a little later. 

The first witness this morning is Mr. S. F. Kirby, executive vice 
president of the Nationa] Council on Business Mail, of Chicago, Ill. 

Mr. Kirby? 


STATEMENT OF STEPHEN F. KIRBY, EXECUTIVE VICE PRESIDENT, 
NATIONAL COUNCIL ON BUSINESS MAIL, INC., CHICAGO, ILL. 


The CHatrman. You have appeared before the committee before, 
have you not? 

Mr. Kirpy. Yes. 

The CHamman. Either representing Montgomery Ward & Co. or 
Sears, Roebuck & Co. 

Mr. Kirsy. Montgomery Ward. 

The Cuairman. Are you still with them ? 

Mr. Kirsy. No, sir. I retired from Montgomery Ward a little over 
a year ago, and I am now connected with the National Council on 
Business Mail. 

My name is Stephen F. Kirby, executive vice president of the 
National Council on Business Mail, Inc., located at 20 North Wacker 
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Drive, Chicago, Ill. The National Council on Business Mail is a 
voluntary association of over 200 firms and individuals using all 
classes of mail matter in the transactions of their businesses and 
having a direct interest in the postage rates applicable to the various 
classes of mail matter. 

At its annual meeting on February 26, 1960, the National Council 
on Business Mail, Inc., adopted the following postal policy: 

1. The postal establishment is a combination of public service 
operations and many interrelated postal services which should be 
performed for all citizens without discrimination. 

2. The National Council on Business Mail, Inc., indorses the postal 
policy statement in title I of Public Law 85-426. 

3. The authority to establish or revise postage rates on all classes 
of mail matter should be reserved to the Congress. 

4. In revising postage rates, Congress should consider rates on all 
classes at one time and make due allowances for the costs and value 
of preferential handling, distribution, dispatch, and delivery of certain 
classes of mail matter. 

5. Congress should continuously measure the effect of postal serv- 
ices, rates, fees, and facilities on the Nation’s economy, with partic- 
ular attention to the effect such items may have on small business. 

The national council subscribes to the declaration in title I, section 
103(c) (4), of Public Law 85-426: 

Postal rates and fees shall be adjusted from time to time as may be required 
to produce the amount of revenue approximately equal to the total cost of 
operating the postal establishment less the amount deemed to be attributable 
to the performance of public services under section 104 (b) of this title. 

We disagree seriously with the Post Office Department’s estimate 
of $49 million as being the amount attributable to the performance 
of public services described in section 104(b) of title I. We believe 
that the original estimate of the Post Office Department of $172 
million for the cost of such services during the fiscal year of 1960 
was much more accurate although no provision was made for the 
loss at third- and fourth-class offices and on star routes. 

The cost of public services incurred through exceptionally low 
rates on second- and third-class mail is the difference between the 
cost of handling and the revenue derived from such mails. It is 
not the difference between the revenue that would be obtained at 
the regular rate applicable on second- and third-class mail and the 
actual revenue derived at the preferred rate. 

In justification of that, I would just refer you to section 104(a) (1), 
which reads as follows: 

The total loss resulting from the transmission of matter in the mails free 
of postage or at reduced rates of postage as provided by statutes, including 
the following— 
andsoon. I underline the words “total loss.” 

The following figures taken from and computed from the 1959 
Cost Ascertainment Report clearly illustrates the difference between 
the amounts attributable to public service activities computed by 
these two methods. 

I refer you to the table shown on page 3 of this statement. I will 
not read it unless you consider it necessary. 
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The CHarrman. It will be included in the record at this point. 
You need not read it. 
(The information referred to follows :) 


Public service costs, special postal rates 


Post Office 
Department | Actual loss 
estimate 


Second class mail: 


Third class mail: Nonprofit mailed at 4% minimum charge_-_-__..__.________- 5 11, 558, 000 fae 32, 162, 000 

21, 239, 000 21, 239, 000 
| 74, 000 74, 000 
Excess payments to foreign air carriers '_....._..............-....--...------ | 850, 000 850, 000 


1 Post Office Department uses actual handling cost on Fourth-Class Mail as measure of loss through special 
postage rates. 

Mr. Kirsy. I might add that there is also a little item of loss on 
special services of $15,822,000 that is not included in this chart. 
When the above adjustments computed on the basis of actual loss 
have been made, it reduces the reported deficit of $605 million for 
fiscal 1959 and makes possible a better appraisal of Post Office Depart- 
ment operations. 

On March 19, 1957, Deputy Postmaster General Maurice H. Stans 
appeared before the House Post Office and Civil Service Committee 
in support of H.R. 5836, a bill to increase postage rates on first-class, 
airmail, second-class, and third-class mail matter, later enacted as 
Public Law 85-426. 

Mr. Stans made the following explanation of Post Office Depart- 
ment cost ascertainment figures for the fiscal year 1956, and how cost 
ascertainment could be used as a starting point for the addition or 
deduction of further factors properly applicable in ratemaking: 

In the sixth column, adjustments are made for the service factors which are 
not taken into account in the cost figures. The computations are recommended 
current applications of these factors, and follow a formula advanced by the 
Department’s Committee on Cost Allocation in its report of January 27, 1954. 
This procedure is in accordance with the policy statement in title II of this 
bill. 


Note 4, table 100, of the 1956 Cost Ascertainment Report states: 


Hstimated reallocations of costs for intangible ratemaking factors are based 
on recovery currently of 50 percent of allocated and indirect costs assigned to 
second-class mail and 75 percent of such costs for controlled circulation pub- 
lications and third class. 

I might mention in passing that that adjustment is not shown in 
the later cost ascertainment reperts. 
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oint. This corroborates previous statements by the Postmaster General 
and Deputy Postmaster General that the Department believed the 
proper ratio of revenue to expense for the various classes of mail 
matter should be: 
Post Office objective: First class, 130 percent; second class, 50 per- 
as cent; third class, 75 percent; fourth class, 100 percent. 
Shei As shown in exhibit I of the 1959 cost ascertainment, after com- 
putation of additional revenue from authorized rate changes and 
rhe additional costs incurred during the fiscal year 1959, and without 
126, 999 any allowance for intangible rate factors, the ratios of revenues to 
aan expenses for the various classes of mail matter were: 
Revenue, 
329, 536 percent to 
162 000 Class: expense 
555, 000 Second class_.__.....-........------------------------------------ 26 
ad 96 
02,00 Historically, the ratio of revenue to expense for first-class mail and 
oo airmail for many years has been between 130 and 140 percent of han- : 
— dling costs, in recognition of preferred service in distribution, 
dispatch and delivery and of the value of the communication. The 
alae’ council believes this ratio should be maintained and does not object to 
a proposed increase in the first-class letter mail rate to 5 cents for the 
ilo first ounce and 4 cents for each additional ounce. 
By the way, that would bring in about $294 million. 
a The council is definitely opposed to a flat increase to 5 cents per 
for | ounce as being more than necessary to maintain the desired ratio. 
ee he council objects to any increase in the present 3-cent rate on post 
cards and postal cards. A comparison of exhibit IT in the cost ascer- 
wild tainment reports for 1958 and 1959 shows a decrease of 346,075,466 
then cards in fiscal 1959 as a result of the rate increase from 2 cents to 3 
a | cents on August 1, 1958, Any further rate increase would result in 
wt more serious decline in volume and a change to other types of mail 
” matter, as it would be an 100-percent increase in rates during a 2-year 
+ period. I might mention that a 50-percent increase in rate developed 
only a 31-percent increase in revenue. 
ost Since the 1959 cost ascertainment after adjustment shows a second- 
7 | class ration of revenue to expense of 26 oe compared with the 
stated Post Office Department objective of 50 percent, the council has 


are) no objection to the proposed increases in second-class rates, especially 
when the deficit before adjustment is more than four times the total 
54. annual revenue, 

The Cuarrman. How many members are there in the association ? 


his 
Mr. Kirsy. <A little over 200. 
as: The Crarrman. Do you have any second-class mail users ? 
Mr. Kirey. A few. 
The How many ? 
ub- Mr. Kirsy. I would say about four. 


The Cuatmman. Have you contacted them about this proposed 
in increase ¢ 
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Mr. Kirsy. I might say, sir, that the opinions expressed here today 
are not unanimous. But they are by far the majority opinion. 

The Cuamman. Very well, sir. 

Mr. Kirpy. The council believes that there should be a close rela- 
tionship between rates on the advertising portion of second-class mat- 
ter ial advertising matter in catalogs mailed at the third-class or 
fourth-class rates. That is the basis for our position. 

In the table on page 32 of the report of hearings on H.R. 5836, 
March 19 to April 18, 1957, the estimated reallocation of cost. for 
intangible factors on third-class mail was $124,900,000, or 25 percent. 
of the total cost of handling third-class mail. 

Exhibit I of the 1959 cost ascertainment shows that, with the cur- 
rent revisions in third-class postage rates of Public Law 85-426 
amounting to an annual increase of $109,767,000, and without any 
adjustment for the cost of intangible factors, the Department is now 
receiving a revenue of 73 percent of current expenditures on third- 
class mail, which is approximately the 75 percent figure set as the 
Post. Office Department objective. Under these circumstances it is 
our opinion that with the proper allowances for the cost of public 
services specified in Public Law 85-426, an increase in third-class 
postage rates is not justified at this time. 

Third-class mail has received substantial increases during the last. 

2 years. For example, the single piece rate has been inc reased from 
5 cents for the first 2 ounces and 114 cents for each additional 2 
ounces to 3 cents for the first 2 ounces and 114 for each additional 
ounce, an increase of 50 percent. H.R. 11140 proposes a further 
increase to 4 cents for the first 2 ounces and 2 cents for each additional 
ounce, which would be a full 100 percent increase over the rates in 
effect less than 2 years ago. 

The third-class bulk rate minimum charge of 114 cents, effective 
during 1958, was increased to 2 cents January 1, 1959 , and will be 
further increased to 21% cents July 1, 1960, an increase of 6624 percent 
in 18 months. H.R. 11140 proposes an increase to 3 cents, or an 
increase of a full 100 percent during the last 2 years. The third- 
class bulk pound rates of 10 cents per pound on books and catalogs 
and 16 cents per pound on miscellaneous and printed matter are con- 
siderably higher than the rates on advertising matter in newspapers 
or magazines, and should not be subject to any further increases. 

Users of third-class mail have had serious increases in their mail- 
ing costs in the last year, and require time to adjust their operations 
to increased postage costs, which are a substantial part of their selling 
expense. For example, a small mailing may cost $15 per thousand 
to produce and address and $25 per thousand postage costs, for a 
total of $40 per thousand, or $4 per hundred. Assuming a 4 percent 
return, which is above average, every response averages out at a total 
cost of $1 each. An increase in postage rates to $30 er thousand 
with a total cost of $45 per thousand, or $4.50 per hundred, with an 
average return, makes a cost. per return of $1.1214. Firms depending 
on direct mail for sales will need an average sale of at least $10 in 
order to absorb the average cost per sale. Under these circum- 
stances, a 14 cent increase in the minimum charge becomes a very 
serious matter when it is translated into a 1214 cents increase in sell- 
ing costs. The only alternative is to reduce the volume of such mail- 
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ings by the use of more selective lists, with a corresponding reduction 
in the volume of business. 

This situation becomes more acute when an effort is made to expand 
the volume of business or to replace names lost or dropped from 
a previous mailing list. In such instances, the production cost of 
an overrun may drop to $12 per thousand, but the postage cost 
remains constant at $25 per thousand for a total cost of $37 per 
thousand, or $3.70 per hundred. The average response on “cold list” 
mailing will be between 2 and 21% percent, making an actual cost 
per response of $1.48 to $1.85 each, which cannot be absorbed on an 
average sale. Under such diminishing returns, the possibility of 
growth for small business is definitely limited. 

We sincerely trust that this committee will not recommend an 
increase in third-class postage rates until we find out what effect 
the one-half cent increase in the bulk-rate minimum charge, taking 
effect on July 1, 1960, will have on the 240,000 small businesses 
using this class of postage. We believe that small businesses should 
should have a reasonable length of time to adjust their operations to 
this new increase of July 1, 1960, before any additional increase 
is approved. 

The Cuarrman. Are there any questions / 

Mr. Lesrnsxi. Mr. Chairman ? 

The Cuatrman. Mr. Lesinski. 

Mr. Lesrnsxi. I would like to ask Mr. Kirby a question. Could 
you furnish the committee a chart of the cost of a piece of litera- 
ture sent in the mail? 

Mr. Kirsy. A sample? 

Mr. Lesinskri. Yes, an identical sample, mailed through various 
classes of mail by various people: In other words, philanthropic 
organizations, or labor organizations, and so forth. 

Mr. Krirey. I would be glad to furnish you a sample. 

Mr. Lestnsxt. In other words, as a businessman, if you sent this 
out [displaying a magazine], how much would it cost? 

Mr. Kirsy. You mean the cost of producing it 

Mr. Lestnsxr1. No; of sending it by mail. For you, as a labor 
organization, or as a philanthorpic organization, how much would 
it. cost ¢ 

Mr. Kirsy. I would be glad to submit something of that nature 
to this committee. 

Mr. Lestnsk1. I would appreciate it very much, Mr. Kirby. 

Mr. Kirsy. That will be samples of various types of mail ? 

Mr. Lestnsxi. No. You can take whatever number you want as 
samples, but use that same sample all the way through. For instance, 
a 2-pound book that you might send out through the mail, how much it 
would cost a school to send the same thing through the mail. 

Mr. Kirsy. The mailings by members of our organization will 
range from anything of the letter type of circular to a book or catalog 
of maybe 100 to 128 pages. 

Mr. LesrNsxt. In other words, you can use that one catalog, if 
you wish, but I wish to have more than one sample. How much 
would it cost me as an individual to mail it, how much would it cost 
an educational institution to mail it, and so forth, down the line. 

Mr. Kirey. I will be glad to do it. 
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Mr. Lestnski. Thank you, Mr. Kirby. 
The Cuarrman. Mr. Wallhauser? 

Mr. Wauiuauser. I wonder if Mr. Kirby would explain No. 1 to 
me, under the postal policy adopted by his association. I do not 
follow ex: actly the purpose of the resolution. 

Mr. Kirsy. No. 14 Frankly, that was put in because of our 
interest in the restriction on size and weight of parcel post. 

Mr. Watiuavser. Oh; the discrimination applies to that ? 

Mr. Kirpy. There certainly is discrimination under Public Law 199. 

Mr. Watiuauser. And you would like to have that changed / 

Mr. Kirsy. We would. 

Mr. Watiuavuser. And No. 3? Is there any effort not to have 
the establishment of postage rates reserved to the Congress? 

Mr. Kirsy. Yes; I believe that a member of your committee has 
introduced a bill that would authorize the Postmaster General to 
have a rate bureau in his department. Is that not right? 

Mr. Wauiuauser. I do not know. Do we have such a bill, Mr. 
Chairman / 

The Cuarrman. I think so. 

Mr. Kirsy. Mrs. St. George’s bill. 

Mr. Gross. Will the gentleman yield? 

Mr. Yes, indeed. 

Mr. Gross. I have asked the question of the Postmaster General, 
but he does not want the authority, so I do not think you have to 
be concerned about that. 

Mr. Kirsy. You could also bring back the rates on fourth-class 
mail to this committee. 

The Cuairman. You are in favor of that, are you not? 

Mr. Kirsy. Yes. 

Mr. Watunauser. Mr. Chairman, may I ask one more question ?/ 

The Cuarrman. Mr. Wallhauser. 

Mr. Waturavser. I am interested in the statement about the use 
of a cold list as against a selective list. I understand what it means 
very well, but I just wondered if your association members might not 
eut down the mailing somewhere by the use of more selected lists. 

Mr. Kirsy. Yes, that can be done. If you have a mailing list of 
people who have purchased by mail, a live list, customers who have 
purchased from you by mail, and you run over the lists and you find 
that some of them have not bought from you for a year or 2 years, 
you drop them off the list. 

However, every time you drop a name off the list, you run the risk 
of dropping a certain amount of business, too. Some of those people 
will come back. 

Mr. Watiuavser. Yes: but by taking more selective lists, you in- 
crease your percentage of returns and perhaps increase your business, 
too. 

Mr. Kirsy. Well, no, you would not increase your total gross busi- 
ness. You might reduce your average cost per sale, I agree with you 
sit; but you w ‘ould not increase your total volume of business. 

Mr. Watiuavser. Thank you. 

The CuatrmMan. Are there any other questions ¢ 

Judge Davis? 

Mr. Davis. How is your association divided up as between users 
of first-class mail and third-class mail ? 
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Mr. Kirsy. I would say that the greater use is of third-class mail, 
although I will say that one particular company informed me that our 
position on this first-class mail would cost them $447,000 a year, and 
they were not happy about it at all. 

Mr. Davis. Would you say that it is close to 50 percent, evenly 
divided ¢ 

Mr. Kirpy. No; I would say the preponderance of postage would 
be on third-class mail. 

Mr. Davis. Something like two-thirds or three-fourths ? 

Mr. Kirsy. Some place between a half and two-thirds, probably. 
Iamsorry I cannot give you a better answer. 

Mr. Davis. Thank you. 

The Cuamman. Mr. Rees / 

Mr. Rees. I see you are willing to let Interstate Commerce Com- 
mission or a similar organization fix the rates on fourth-class mail, but 
you do not want to do it for third-class mail. 

The CiamMan. [thought he objected to that. 

Mr. Rees. Oh, you objected to it / 

Mr. Kirsy. I thought I said I would prefer that the rates on fourth- 
class mail be set by this committee. I thought I did. 

Mr. Rees. Then, I misunderstood you. 

The Cuamman,. That is what you said. 

Mr. Rees. You want this committee to fix them all? 

Mr. Kirey. Yes, I think that the rates on all classes of mail should 
be considered at one time. There is a relationship—with which you 
are much more familiar than I—between the classes of mail. You 
have to keep them in balance in order that mail will not move from 
one classification to another. 

Mr. Rees. I thought you testified before this committee that you 
supported the fourth-class mail being handled elsewhere, for Sears, 
Roebuck. 

Mr. Kirsy. No, sir, I was employed by Montgomery Ward for 30 
years. 

Mr. Rees. Montgomery Ward; I beg your pardon. 

Mr. Kirsy. I do not believe I did. We testified before this com- 
mittee in objection to Public Law 199, and in support of legislation 
which would repeal 199. 

Mr. Gross. Mr. Chairman ? 

The Cuarrman. Mr. Gross? 

Mr. Gross. Mr. Kirby, you are perfectly willing to load first-class 
mail up to 130 or 140 percent; is that correct ? 

Mr. Kirey. Historically, it has carried that. 

Mr. Gross. Why do you say historically ? 

Mr. Kirsy. Well, for 25 or 30 years at least. 

Mr. Gross. Is it not now 111? 

Mr. Kirsy. It is. But the Post Office Department’s committee on 
cost allocation, in its report of January 27, 1954, recommended ad- 
justments for intangible ratemaking factors such as preferred service 
in distribution, dispatch, and delivery; and it was built into your 1956 
cost ascertainment report, and it carries the statement : 

This procedure is in accordance with the policy statement in title 2 of this bill. 


That was H.R. 5836, was it not ? 
Mr. Gross. Do you also approve an increase in the airmail rate? 
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Mr. Kirsy. I would say you have to retain some ratio or relation- 
ship between your first-class mail and your airmail. Yes, I would say 
so. 
I would like to repeat that our recommendation on first-class mail 
was 5 cents for the first ounce and 4 cents for each additional ounce 
with no increase on postcards or postal cards. 

Mr. Gross. Yes, 1 understand you are not for 5 cents for each addi- 
tional ounce. But I am a little surprised that you would advocate 
loading up first-class mail as you do here. 

The CuatrMAn. As you know, this committee has proposed a 9 
percent increase for postal employees. If such legislation should be- 
come the law and materially increase the cost of operation of the Post 
Office Department, would that change your statement in any respect? 

Mr. Kirsy. I would prefer not to give you an answer on that right 
at the moment, Mr. Murray. 

The Cuatrman. All right. 

Mr. Porter. Mr. Chairman ? 

The Cuarrman. Mr. Porter? 

Mr. Porrer. I want to say I think Mr. Kirby’s statement was very 
factual and an excellent contribution to this problem. I wonder if 
Mr. Kirby has seen the Department of Commerce's report. 

Mr. Kirpy. On the 214-cent impact? Yes, I have seen it, and I am 
very disappointed that they would make a recommendation that an in- 
crease to 214 cents would have little or no effect when they had nothing 
to support that statement. 

Mr. Porrrer. I was interested in your testimony on page 6, where 
you said that the council would have no objection. to proposed in- 
creases in second-class rates, pointing out the difference between what 
the third-class people pay under the Postmaster General’s figures 
and what second-class people pay. You say: “The council believes 
that there should be a close relationship between rates on the adver- 
tising portion of second-class matter and advertising matter in, cata- 
logs mailed at the third-class or fourth-class rates.” In other words, 
there is a situation of unfair competition at the present time, because 
they can mail out their advertising matter at a much smaller rate, 
proportionately, than you can. 

Mr. Kiresy. That is true. The rate for the advertising portion of 
second class in the third or fourth zone will run 3 or 4 cents per 
pound, whereas in third class it would run 10 or 16 cents a pound. 

Mr. Porter. This is what you were talking about a moment ago, 
that there should be a better relationship between different classes. 

Mr. Kirsy. That is right. We believe the entire control of postage 
rates should rest with this committee, so that the rates on all classes 
of mail would be reviewed and the relationship maintained. 

The Cuatrman. Thank you very much, Mr. Kirby. 

The next witness is Mr. Donald Ledbetter, secretary of the National 
Association of Postal Supervisors. 
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STATEMENT OF DANIEL JASPAN, LEGISLATIVE REPRESENTATIVE 
OF THE NATIONAL ASSOCIATION OF POSTAL SUPERVISORS, PRE- 
SENTED BY DONALD LEDBETTER, SECRETARY OF THE NATIONAL 
ASSOCIATION OF POSTAL SUPERVISORS 


Mr. Lepperrer. Mr. Chairman and members of this committee, my 
name is Donald Ledbetter. I am the secretary of the National Asso- 
ciation of Postal Supervisors, representing 24,000 supervisors in the 
postal field service. 

For many years, postal deficits have been the rule rather than the 
exception. This fact, however, does not mean that such a condition 
should be allowed to continue. Postal supervisors, who are proud 
to be considered part of management in the postal service, have 
passed resolutions at their national conventions for many years de- 
ploring the constantly increasing postal deficits and have asked that 
steps be taken to eliminate the deficit. As part of management, we 
are subject to criticism by the public inasmuch as we, the postal super- 
visors, are directly responsible for the efficient and economical move- 
ment of the mails. The fact that the constantly increasing volume of 
mail has been moved with increased efficiency but with the increase in 
manpower well below the increase in volume, due to increased pro- 
ductivity, shows that the supervisors and other employees have met 
the challenge. 

Despite the increased productivity and the efficient mail handling, 
the postal deficit has continued to grow. This means that we should 
look elsewhere for the cause. As management, we are concerned 
with the criticism and implication of inefficiency as reflected by the 
deficts each year. As citizens, we are greatly concerned with the 
mounting deficit, which has increased our national debt by billions 
of dollars, and which will continue to do so as long as the various 
postal services are not self-supporting. The only way they can be 
self-supporting is by rate increases. Our members feel that the 
users of the various classes of mail should pay more of the costs 
involved in moving the mails. 

As the members of this committee know, the postal service has under- 
gone considerable modernization. Methods that have proved suc- 
cessful in the business world have been applied and practically all 
the tools known to modern management have been used. But even 
with the increased mechanization and improved modern methods, 
the deficit has continued to increase. There can be only one reason 
left: The rates charged for various classes of mail are not sufficient to 
pay for the handling of that mail. 

We, as supervisors, do not like any implication that we are not 
doing the necessary job, and that the deficit is caused by inefficiency. 
We feel that we have helped make the postal service as efficient as 
is humanly possible. A rate adjustment that will eliminate the 
deficit will eliminate the charges of inefficiency. 
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Naturally, there is resistance to increased prices for any product. 
We know that there is resistance to increases in the rate for first-class 
mail. We hear that first-class mail is paying its costs. Historically, 
first-class mail has more than paid its own way. It has been tra- 
ditional for first-class mail, on account of its preferential treatment, 
to carry some of the costs of other classes of mail. An increase in 
first-class rates is the primary answer to the huge deficit. 

This does not mean that our association favors increases in rates 
for first-class mail only. We are on record as favoring increases in 
other rates so that, as soon as feasible, all classes will pay their 
own way. If the Congress decides that some classes of mail should 
pay less than full coverage, it is our opinion that these losses in 
revenue should be classed as subsidies, which they are, and not be 
counted as part of the postal deficit. The Congress should appro- 
priate the money necessary to subsidize any classes of mail it feels 
should not pay its own way. 

Most of the opposition to rate adjustments appears to be well 
organized. The average user of the mails will not find that his costs 
have increased substantially with an increase of 1 cent per ounce 
in first-class mail. This increase would probably amount to less than 
the amount he now pays in taxes on account of the huge deficit. In 
our opinion, there is no reason for second class to be carried at such 
a tremendous loss. We realize, however, that the adjustment in the 
rate for this class must be effected more slowly, since subscriptions 
are entered for long periods of time. It is also our opinion that 
third-class mail should pay its own way. 

The fact remains that costs of processing the mails have increased 
much faster than the revenue and, paradoxically, the more business 
we do, the more money we lose. To us, the only answer appears to be 
that a greater share of the costs be borne by the users of the mails and 
not by the taxpayers of the Nation. 

We hope that this Congress will act soon to place the postal service 
on a self-sustaining basis. 

Mr. Chairman, I wish to thank you for the opportunity of express- 
ing the views of our association before your committee. 

The Cuarrman. Are there any questions of Mr. Ledbetter ? 

Mr. Lestysxr. Mr. Chairman ? 

The Cuarrman. Mr. Lesinsiki? 

Mr. Lestnsxt. I am glad to hear the statement you have made. In 
the third paragraph you say: 

Our members feel that the users of the various classes of mail should pay 
more of the costs in moving the mails. 

You also mention an increase in first-class mail. Would that not 
simply further hide the actual losses in the other classes of mail, by 
increasing first-class ¢ 

Mr. Lepserrer. We are not suggesting that first-class be raised to 
take the place of the deficit that is created because of the losses in the 
other classes, Mr, Lesinski. As has been mentioned by several wit- 
nesses before this committee, it has been true for many years that 
first-class pays a little more than its own way. Weare not proposing 
that that not be done. We are proposing that the losses in the other 
classes be made up. 
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Mr. Lesinsx1. And any further loss would be made up from 
appropriations 

Mr. Lepserrer. Yes, sir. 

Mr. Thank you. 

The Cuarrman. Mr. Porter? 

Mr. Porrer. I noticed, Mr. Ledbetter, that you referred to the 
deficit here. What do you say to the argument that the Post Office 
recovers 85 percent of its costs, and that there is a large measure of 
public service involved in what the Post Office does, and that other 
departinents do not recover nearly that much ¢ 

Mr. Lepperrer. I did not understand the question, Mr, Porter. 

Mr. Porrer. We do not talk about the Agricultural Department 
recovering its costs, or the Defense Department, and it has been as- 
serted that we have 85 percent of the costs recovered in postal 
revenues. 

If that is true—and the bookkeeping is very hard to figure out— 
then why should there not be some percentage, 15 percent or more, of 
public service in the Post Office ? 

Mr. Lepserrer. It is certainly a service institution, there is no ques- 
tion of that, as are other agencies of the Government. But I do not 
find many articles in the press that continually point up deficits in 
other agencies. There are other agencies where it is all a deficit, I 

Mr. Porrer. Yes, but they do not express that through their public 
relations people the way the Postmaster General does, I would say. 

Mr. Lepperrer. Well, the Postmaster General, I would say, does 
a very fine job trying to offset some of this unfavorable publicity 
about the deficit. 

Mr. Porter. I am sure he calls attention to the deficit. 

Mr. Lepserrer. And members of our association do, too. I had 
letters last week from members across the country who have clipped 
editorials from newpapers which are criticizing the Post Office, and 
when they do, they criticize me and the Postmaster General and every 
employee, and it is unfair, because there are implications that in- 
efficiency is causing this deficit. 

Mr. Porrer. I am sure that every one of us would like to see the 
user pay his fair share, except as Congress decides he should not, 
for some very good reason. But the question is, do we have enough 
confidence in these statistics the Postmaster General gives us about 
deficits? I do not suppose you can answer that one, can you? 

Mr. Lepsetrer. I will say that the only place the Postmaster 
General has to get these statistics is from postal employees, and I 
represent 24,000 supervisors, and we do the very best we can to give 
him the proper figures. 

Mr. Porrer. You have seen this pamphlet that we got from the 
Associated Third-Class Mail Users. On page 5 it has a chart talking 
about the slack hours in the post office. This chart was prepared by 
Mr. North, the postmaster here at the time, I see. It makes the point 
that deferred mail keeps people busy in the times when they are not 
working on first-class mail, too; as a supervisor, you certainly recog- 
nize the importance of spreading the work out, I would think. 

Mr. Lepprerrer. Yes, I certainly do, and I know the value of having 
some third class that you can work when you run out of first class. 


such 
1the 
tions | 
| 
In | 
pay | 
not 
_ by 
1 to 
the 
vit- 
hat 
ing 
her 


198 POSTAL RATE REVISION 


Mr. Porrer. So this should be taken into account, the deferred 
status of third-class mail, in figuring out what the third-class mail 
people should pay. 

Mr. Lepperrer. But I also know, when the users of third-class talk 
about deferred service, that as the superintendent of delivery in a 
large metropolitan city, one of my greatest problems was getting that 
deferred mail delivered as promptly as the first-class mail users 
wanted it delivered. We only have about a 24-hour lag, and that mail 
has to be delivered the same as the other mail. There is no such thing 
as storing it in the attic or basement and waiting until next week. 

Mr. Porrer. But it does not get the priority that first class gets. 

Mr. Leprerrer. It does not go that day, but possibly the next day. 

Mr. Porter. You have seen this chart, have you not [displaying 
chart]? It is worked mainly from about 5 p.m. to 8 p.m., and the 
third-class mail is shunted aside, so that there would seem to be a dif- 
ference in the treatment, at least in the Washington Post Office; and 
I would imagine this was general in other post offices. Is it not? 

Mr. Lepretrer. Yes, that is true, quite true. 

Mr. Porrer. Thank you very much. 

The Cuatrman. All ringht, ‘thank you very much. 

Mr. Jouansen. Mr. Chairman? 

‘The CHatrman. Mr. Johansen 

Mr. Jonansen. First of all, I would like to compliment you and 
Mr. Jaspan on this statement. 

I notice in one of the last paragraphs you speak of the alternatives 
of a greater share of the cost being borne by the users or by the tax- 
payers. Is there not a third possibility, that has been a reality in 
many instances, and that is that these costs have been evaded and 
transferred to future generations, in terms of the national deficit, the 
deficit in the national budget ? 

Mr. Lepeerrer. There is no question of that, Mr. Johansen, in my 
opinion. 

Mr. Jonansen. Of course, there are those who have their own 
understandable interest in the matter, but the arguments are not going 
to be settled, and there is not going to be general agreement as to 
just what the fair share is, or what the allocation for public service 
should be. But after all that is cut aside, the issue becomes, does it 
not, the question of whether we are going to meet increased costs, 
including the cost of a new pay raise, that is very enthusiastically 
supported by some who are not so enthusiastic for a rate increase. 
We are going to have to meet those additional costs either by a greater 
payment by the users, or by additional tax revenues, or by additional 
debt. Is it not just that simple? 

Mr. Lepserrer. It is that simple. 

Mr. Jonansen. And would you not feel that in view of the news and 
the developments of the last few days, there is liable to be a pretty 
heavy stepup of some of our national "defense costs, which ought to 
also throw some light on the concern about meeting the additional 
expenses or incurring them, even, in some of the other fields? 

Mr. Lepperter. I agree, Mr. Johansen. 

The CrratrmMan. Mr. Harmon 
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Mr. Harmon. Mr. Chairman. 

Mr. Ledbetter, would you care to express your opinion or view as to 
what percentage of all the mail is a service and what is a business? 

Mr. Lepserrer. No, I am afraid that I would not, Mr. Harmon. 
There is a difference of opinion about that among people much higher 
than I am. 

Mr. Harmon. It has been brought out in these hearings that these 
people in the mailing business, these people in the mail order business, 
and the people that send letters and mail are in business to make 
money, and they use the Post Office Department or the mails to do that. 
It looks to me as if there is a small amount of service which would 
be personal letters, and the rest of them would be a business. That 
is just my opmion. Would you care to say what percentage it is? 

Mr. Lepperrer. When you and I go down to the corner mailbox and 
send a letter home to mother or dad or something like that, this is a 
personal letter; but if we drop a letter in there at the same time that 
is paying a gas bill or a department store charge account, that is 
business. How to draw the line between those two personal letters 
would be impossible for me to know. Yet, you may, and I may mail 
a dozen letters from home each night, or over the weekend, and the 
next-door neighbor may never correspond with anybody about any- 
thing. I do not think he ought to have to pay for my service because 
I like to use the mails. 

Mr. Harmon. I think these hearings have been interesting, in that 
everybody is in some kind of business to make money, and they do 
use the mails to make money. In my opinion, they should pay for 
that privilege. 

Mr. Lepserrer. Yes, sir. 

The Crairman. Mr. Gross? 

Mr. Gross. Mr. Ledbetter, there is nothing in law or regulations 
that compels third-class mail to be moved within 24 or 48 hours, 
is there? 

Mr. Lepverrer. It has to be delivered on the second trip after 
receipt at the point of delivery. 

Mr. Gross. By regulation or what? 

Mr. Lepperrer. Yes, sir; by postal regulation. 

Mr. Gross. Restate that. Third-class mail has to be what? 

Mr. Lepserrer. Has to be delivered on the second delivery after 
receipt at the office of delivery. 

The Cuamman. Are there any other questions? 

Mr. Porrer. Mr. Chairman. Do you also favor a second-class in- 
crease for the same reason ? 

Mr. Lepperrer. I favor an increase in any of them that do not 
pay their way; and that is true of second-class mail. 

Mr. Porter. But with due regard to the impact on the user, I trust. 

Mr. Lepperrer. Yes. 

The Cuatrman. Thank you very much, sir. 

The committee will next hear from Mr. James F. O’Neil, publisher 
of the American Legion magazine, who is accompanied by Mr. Miles 
D. Kennedy, director of the National Legislative Commission of the 
American Legion. 
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STATEMENT OF JAMES F. 0’NEIL, PUBLISHER, THE AMERICAN 
LEGION MAGAZINE; ACCOMPANIED BY MILES D. KENNEDY, DI. 
RECTOR, NATIONAL LEGISLATIVE COMMISSION, THE AMERICAN 
LEGION 


Mr. Kennepy. Thank you, Mr. Chairman. My name is Miles D, 
Kennedy. I am the director of the National Legislative Commission 
of the American Legion. Our office is at 1608 K Street NW., Wash- 
ington. 

I want to thank you for giving us this opportunity to be heard. 1] 
have with me as our witness, Mr. James F. O° Neil, from New York, 
who is one of our past national commanders, and he is also the pub. 
lisher of the American Legion magazine. 

Mr. O'Neil has a short statement, less than two pages long, Mr. 
Chairman, and I respectfully request that he be permitted to read the 
statement. 

The CuarrmMan. We will be glad to hear from Mr. O'Neil. 

Mr. O’New. My name is James F. O’Neil, publisher of the American 
Legion Magazine. 

Mr. Chairman and members of the committee, the American Legion 
is opposed to the enactment of H.R. 11140—or any similar bills—par- 
ticularly section 5, in that it would impose a serious financial burden 
upon the American Legion magazine, the principal communications 
medium between the national or ganization of the American Legion 
and itsmembership. 

Actually our situation is no different than it was in 1958 when the 
Congress recognized the peculiar problems of publications similar to 
the American ‘Legion magazine in the nonprofit field. Then, as pre- 
viously, you gr anted preferential status for those publications main- 
tained by and in the interest of religious, educational, scientific, phil- 
anthropic, agricultural, labor, veterans, or fraternal organizations not 
organized for profit, and granted an exemption from the postal in- 
creases provided for other new spapers and periodicals. 

You will recall that the House knocked out the provisions of the 
Post Office bill in 1958 identical to those now included in section 5 of 
H.R. 11140. Later the Senate restored them, but the conferees ac- 
cepted the House-approv ed version. 

Now you have the same language before you that was rejected. We 
are seeking the same consideration, and for the same reasons. 

The proposed legislation would increase the postal costs for the 
American Legion magazine by approximately $153,000 a year—a small 
amount, to be sure, contrasted to the $500 million or more contem- 
plated in the suggested legislation. However, it is sizable for us. We 
cannot be compared to the profit publications, even on a 50 percent 
basis. We do not attract large advertisers and great revenues, and 
cannot increase our subscription charges—dues to us—at will. 

Although I am not prepared to give any exact figures, my best 
estimates are that the total amount to be realized by including all the 
nonprofit publications on a 50 percent of the increase spelled out in 
section 5 would only total about $1 million. 

I know of no magazine in the same classification as the American 
Legion magazine that has a brighter financial picture to report than 
in 1958, when those specialized nonprofit magazines were given an 
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exemption status. In fact, almost without exception, we are not as 
well off as we were 2 years ago. 

Therefore, we plead with you to eliminate our magazine from any 
proposed postal rate increases. 

Mr. Chairman, we appreciate your courtesy in granting us an Op- 
portunity to appear and express the views of the American Legion in 
connection with the pending legislation. 

The Cuatrman. Are there any questions ? 

Mr. Jonansen. Mr. Chairman 

Mr. Commander, I am very happy to see you here, particularly, 
because I come from a hometown that has another past national com- 
mander, Mr. Wagner. 

Mr. O’Neiz. Heisafine man. I know him very well. 

Mr. Joransen. I would like to ask your comment on one thing, as 
a citizen, and as a past commander of the Legion—and I am not speak- 
ing to the specific point to which you refer, and I am not arguing the 
point that you make. 

Do you not feel that as we increase the obligations and costs of 
Government, we ought to be sound enough in our fiscal policy, pru- 
dent. enough, wise enough, and courageous enough, to provide the 
revenue to pay for it, either out of an increase in the cost to the users 
of the service, or in additional tax legislation and revenue to meet that 
cost—particularly in view of the situation that confronts us at this 
particular moment in history 4 

Mr. O’Net. I wish I had the answer for that, Mr. Johansen. I am 
afraid I haven’t, other than to say this: that certainly we as an organ- 
ization and T as a citizen would hope that we could reach that posi- 
tion: but there is reason to believe that we can’t. 

Here we are involved in a situation where we are not in the profit 
field, No. 1; and No. 2, we do enter into the public service area. 

Mr. JouaAnsen. I am not speaking of your particular experience, 
but Iam speaking as a broad national policy. Where we, in the Con- 
gress, vote to spend more money, whatever the field, ought we not to 
provide the revenues one way or another to avoid the threat of a 
massive inflation and the damage it can do to the economy ? 

Mr. O’New. I would hope that that could be answered in the Con- 
eress of the United States, Mr. Johansen, and I would support it, of 
course, 

Mr. Jonansen. I appreciate that. 

The Cnatmrman. Thank you very much, sir. Mr. Harmon. 

Mr. Harmon. Mr. O'Neil, since your magazine does perform a great 
service, no doubt, and since you do use the medium of your magazine 
to do a lot of lobbying, do you not think you should pay your fair 
share of the costs ? 

Mr. O’Net. In answer to that, Mr. Harmon, I would say that per- 
forming a service is one thing and lobbying is something else. I do 
not know how to make the distinction there. I do not know what you 
have in mind. 

We do pay, of course, a postal rate at the present time. As I have 
emphasized, we are in the nonprofit field. Ifa postal rate was applied 
to us, we would immediately go in the red. In fact, we are operating 
in the red right now. So this becomes a very important matter to us. 
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Mr. Harmon. Mr. O'Neil, have you changed in recent years the cost 
of your magazine or service to your members ¢ 

Mr. O’New. Yes, we have, Mr. Harmon. We have tried to reduce 
the costs in every conceivable way. We have cut the size of the 
magazine, we have reduced the weight of the paper, we have done 
everything that good business practice would permit. We have, how- 
ever, reached the saturation point in that particular area, _ 
Mr. Harmon. But have you raised the price of this magazine to the 
members? That is what I am asking. 
Mr. O’Nem. No, we have not—in this manner: the dues have been 
increased, but the price to the members has not been increased as it 
relates to the particular magazine, to our operation. We have the 
same allocation now that we had before. And that is based on a mem- 
bership allocation of 75 cents per member per year for the magazine, 
25 cents for rehabilitation, and 50 cents for general expenses, a total of 
$1.50 per member. 
Mr. Harmon. Of course, each member does receive a copy of this; is 
that right? 
Mr. O’New. That is correct, sir. 
Mr. Harmon. A monthly copy 4 
Mr. O’Nen. That is correct, sir. 
Mr. Harmon. Of course, that is your business; but I still think 
everyone should pay their fair share of this whole thing. 
Thank you. 
The Cuairman. Thank you very much. Mr. Kennedy. 
Mr. Kennepy. Mr. Chairman, with your permission, I have a short 
statement from Mrs. Vara V. Gray, who is the national president of 
the American Legion Auxiliary, and I would like to respectfully 
request that it be incorporated in the record of the hearings. 
The Cuatrman. It will be granted. Mrs. Gray’s statement will be 
included in the record. 
I might say she is from my home State, only about 25 miles from my 
hometown. I have known her all my life. She is a very fine person, 
and I am glad to see her the head of the auxiliary. 

Mr. Kennepy. I will convey your compliments to her. I am sure 
she will be glad to hear what you have said, Mr. Murray. 
(The statement referred to follows:) 


STATEMENT OF VARA V. Gray, NATIONAL PRESIDENT OF THE AMERICAN LEGION 
AUXILIARY 


Mr. Chairman and members of the committee, the American Legion Auxiliary, 
composed of approximately 950,000 mothers, wives, widows, sisters, and daugh- 
ters of men who served honorably in the Armed Forces of the United States in 
time of war, and of women who themselves were in war service, publishes a na- 
tional magazine known as National News, and a number of State publications to 
keep its members informed and inspired in regard to the organization’s program 
of patriotic service. 

Subscription prices of these publications are kept at a minimum in order that 
they may reach the largest possible number of our members. Without the 
present favorable postal rate for second-class mail it is doubtful if these pub- 
lications could be distributed in the future. We feel that any increase in the 
second-class rate for publications such as those issued by our organization would 
be a definite handicap to us in the work we are endeavoring to accomplish. 

Also, we feel strongly that the endeavors of women’s patriotic organizations 
are of great importance to the United States as it faces the growing menace of 
world communism. American Legion Auxiliary publications are devoted largely 
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to stimulating interest and guiding activities of our members in the work of 
puilding and maintaining a strong spirit of patriotsm in this country—a patriot- 
ism based on real understanding of America’s freedom, justice, and democracy, 
and expressed in the firm determination that America shall be defended against 
all enemies no matter what the personal cost. 

We hope, therefore, that we can continue to send our publications through the 
mail at the present rates in order that we can reach all of our members with 
information helpful to them in their devoted efforts for a free future for 
America. 

I join with Mr. James F. O'Neil, publisher of the American Legion magazine, 
in his request that the committee continue to grant preferential status for 
those publications maintained by and in the interest of religious, educational, 
scientific, philanthropic, agricultural, labor, veterans, or fraternal organizations 
not organized for profit, and respectfully urge that you grant us an exemption 
from the postal increases proposed in the bills under consideration. 

Mr. Chairman, I appreciate your courtesy in granting me an opportunity to 
express the views of the American Legion Auxiliary in connection with the 
proposed postal rate increases. 

The Cuarman. The next witness is Mr. Robert F. Lederer, the 
American Association of Nurserymen, Washington, D.C., accompanied 
by Mr. Jack Foster, president of the Henry Field Seed & Nursery Co., 
Shenandoah, Iowa; Mr. Thomas M. Yerkes, secretary, Star Roses, the 
Conard-Pyle Co., West Grove, Pa.; and Mr. Roy Guyer, controller, 
Jackson & Perkins Co., Newark, N.Y. 


STATEMENT OF ROBERT F. LEDERER, LEGISLATIVE ASSISTANT TO 
THE AMERICAN ASSOCIATION OF NURSERYMEN, WASHINGTON, 
D.C.; ACCOMPANIED BY JACK FOSTER, PRESIDENT, HENRY FIELD 
SEED & NURSERY CO., SHENANDOAH, IOWA; THOMAS M. 
YERKES, SECRETARY, STAR ROSES, THE CONARD-PYLE CO., 
WEST GROVE, PA.; AND ROY GUYER, CONTROLLER, JACKSON & 
PERKINS C0., NEWARK, N.Y. 


Mr. Leperer. Mr. Chairman and members of the committee, my 
name is Robert F. Lederer, and I am legislative assistant to the Ameri- 
can Association of Nurserymen. The association’s offices are located 
in room 635, Southern Building, Washington, D.C. 

The American Association of Nurserymen is composed of nearly 
1,600 member firms engaged in or serving the nursery industry. 182 
of these members are engaged to some extent in the mail-order nur- 
sery business. A survey last year showed that, collectively, these 
firms use third-class mail to distribute annually approximately 56 
million catalogs and circulars. They use the parcel post service to 
make deliveries to their customers in urban, suburban, and rural 
areas as a result of orders obtained from the use of third-class mail. 
They use first-class mail to communicate with their customers for 
other reasons. 

We are very pleased for this opportunity today to present to the 
committee a picture of the effect that the increases in postal rates 
proposed in H.R. 11140 will have on the nursery mail-order business. 

It is my pleasure today to introduce to the committee three repre- 
sentatives of the nursery industry. They are Mr. Jack Foster, presi- 
dent, Henry Field Seed & Nursery Co., 407 Sycamore Street, Shenan- 
doah, Iowa; Mr. Thomas M. Yerkes, secretary, Star Roses, the 
Conard-Pyle Co., West Grove, Pa.; and Mr. Roy Guyer, controller, 
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Jackson & Perkins Co., Newark, N.Y. Each of these gentlemen has 
requested time to appear before the committee and has prepared his 
own testimony. 

We would request that they address the committee in the order in 
which I have presented them to you. 

Mr. Paul Stark of Stark Brothers Nurseries & Orchards Co., Loui- 
siana, Mo., and Mr. K. D. Andrews, of the Andrews Nursery of 
Maryland, Hebron, Md., who were originally scheduled to testify, will 
not be able to do so. Mr. Stark has requested that he may submit a 
written statement later for the record. 

The Cnatrman. That permission will be granted Mr. Stark. 

If you gentlemen will each summarize your prepared statements, 
your entire statements will appear in the record, because we still have 
some witnesses from out of town left to hear. 

All right, sir. 


STATEMENT OF R. JACK FOSTER, PRESIDENT, HENRY FIELD SEED 
& NURSERY C0., SHENANDOAH, IOWA 


Mr. Fosrer. Mr. Chairman and members of the committee, my 
name is R. Jack Foster. I am president of the Henry Field Seed 
& Nursery Co., Shenandoah, Iowa. 

The company I represent grows and sells seeds and nursery stock. 
It is a mail-order business; we sell by mail, mostly with catalogs, 
and we ship our products by mail, directly to the user. 

Some facts regarding our business are these : 

This firm and its predecessors have been in business continuously, 
and at the same location, since 1892. Our business is seasonal, reach- 
ing a peak of activity during the spring planting season. We employ 
an average of 200 people, with a low of 135 during the slow months 
and a high of about 400 during the more active months. Our pay 
roll for the calendar year 1959 was $678,103. 

Our sales volume for the calendar year 1959 was $2,787,385. Of 
this, $2,633,598 was by mail order. 

During the calendar year 1959 our expenditure for postage was 
$353,798. Of every dollar we take in, 13.4 cents goes for postage. 
These expenditures are divided by postal classifications as follows: 
First class, $10,372; second class, 0; third class, $119,138; fourth 
class, $224,288. 

In addition, we generate over 400,000 pieces of first-class mail per 
year. These are mostly orders from our customers, plus requests for 
growing information from customers and noncustomers. 

I shall confine my remarks mostly to third-class mail for these rea- 
sons: First, our own expenditure on first-class mail is negligible. We 
use no second class. Fourth class is not an issue here today, but per- 
mit me to say in passing that with our third-class mail we generated, 
in the calendar year 1959, $224,288 worth of fourth-class mail. And 
during 1960, with the increase that went into effect February 1, 1960, 
our cost here will be increased 23 percent, or about $51,000. 

If we reduce our use of third-class mail, per se we will generate less 
fourth-class mail for the post office. And less first-class mail. 

We use third-class mail to send catalogs and folders to our cus- 
tomers and prospects, soliciting business. Here are some figures on 
those catalogs and folders. 


. © 
{ 
x 
} 
the. 


n has 
his 


ler in 


Loui- 
of 
, will 
mit a 


ents, 
have 


POSTAL RATE REVISION 


205 


Mr. Chairman, if I may, I will not read this chart, but ask that it 
be included in the record. 

The Cuarrman. That may be done. 

(The chart referred to follows :) 


1,112,000 760,700 2,452,143 
spring 1959 fall 1959 spring 1959 Totals 
catalogs catalogs folders 
Total cost... .-..- 257, 584 87,074 94,776 439, 434 
Percent of total cost that is postage___.-._.-.--- * “20.4 17.4 51.6 26.5 


Mr. Fosrrr. A few days ago, a distinguished gentleman stated be- 
fore this committee that postage cost was not “critical” in the use of 
third-class mail selling. I submit that a 26.5-percent cost is at least 
significant, and any proposed increase in that figure is alarming to 
my firm. The gentleman reminds me of the statistician who drowned 
while attempting to wade a river which averaged 3 feet deep. We 
must determine our course of action based upon our own costs, not the 
general average. 

The increase in third-class mail proposed by H.R. 11350 and H.R. 
11365 would effect increases of about 70 percent in our third-class 
postage costs by 1962. That means an increase of over $80,000 to 
us—assuming we could, with these increased costs, maintain the same 
volume of sales, which is doubtful. 

We are opposed to these increases in postal rates because they would 
be harmful to our business. We believe further that they would be 
harmful to the post office, for these reasons: 

In all probability, our use of the mails would decline, not only in 
third class, but in first class and fourth class. 

Perhaps it is the desire of the Postmaster General that we curtail 
our use of the mails, or discontinue it, on the assumption that the 
Post Office is losing money on us and would be better off without us. 
But you gentlemen and every businessman know that it is difficult 
to make money by spreading a fixed overhead over a reduced volume. 
However, without going into details, I respectively disagree that third- 
class mail, under present rates, is causing a loss to the Post Office 
Department. 

j peseay that the proposed rate increases are put into effect, what 
are the alternative aie media for a firm such as ours. The maga- 
zines and newspapers? Obviously the cost of an 88-page catalog 
such as ours, printed as an advertisement in a magazine or newspaper, 
would be so costly as to be prohibitive. Besides, the advertisements 
would not reach our particular customers and prospects. 

Should we use the radio or television? Again the answer is obvious. 
Tt just wouldn’t work. 

Suppose, then, that we curtail our use of third-class mail. If we 
do this, we will first reduce or eliminate the mailings to prospects. 
These are the ones that show the least immediate profit to us; actually, 
they show a loss in the first year. But we lose approximately 100,000 


customers a year, due to their death, moving, going to a competitor, 
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getting too old to garden, etc. If we stop mailing to prospects, and 
thus stop feeding new customers into our business, with 5 years we 
would have so few customers that we would have to close up shop. 

If these proposed increases in third-class mail rates are effected, we 
apparently have but one alternative, and that is to add the cost into 
our selling price. Perhaps our customers would pay more. I don’t 
know. But at best, the result would be inflationary. 

It is true that if our mail order competitors were compelled to in- 
crease their prices the same as we do, we would be at no economic 
disadvantage compared with them. But only about 20 percent of 
the seeds and nursery stock are sold through mail order. The balance 
is sold by retail stores, including garden centers. If we increase our 
pecaem the chances are that we would lose a substantial amount of 
yusiness to the retail stores. Perhaps no one, excepting us, would 
weep tears over that, either, excepting for this fact: many of our 
customers live in small towns and in rural areas which do not have 
garden centers. These people would have difficulty buying the seeds 
and nursery stock they want, at any price. 

Further, we do not believe we should be discriminated against be- 
cause some of the advertising going through the mails is what has 
been termed “junk mail.” We ask you gentlemen of the committee to 
judge for yourselves whether or not what we send through the mails 
is “junk.” As a matter of fact, in the calendar year 1959, when we 
mailed slightly over 1 million spring catalogs, over 100,000 of that 
million were sent to people who wrote and asked us for a copy of our 
catalog. 

In conclusion, we ask that this committee bear in mind just two 
more things: 

(1) In preparing our third-class mail, we separate the pieces by | 
States and towns, face them, tie them in bundles, and put them into 
mail sacks. We load the mail sacks directly into mail cars at our 
own railroad siding. All our local post office has to do is check the 
weights and accept our money for the postage. It is true that the 
post office must pay the railroad for transporting the mail, and make 
delivery at destination. There is no canceling of individual pieces, 
and a minimum of sorting. 

(2) We do not want the post office to handle our mail at a loss. We 
% ask no subsidy. We believe in the free enterprise system, and are 
_ willing to survive or perish dependent upon our own ability to render 
t a worthwhile service. But we do not wish to be penalized by having 


; to pay for the inefficiencies inherent in a Government department 
which is so subject to the political vagaries of our system of govern- 

4 ment. We believe that any effort to determine the actual cost toeach | 
4 individual user of the mails is bound to result in inequities and that, 

3 therefore, some portion of the cost of the running of the postal Depart- | 


ment should be borne out of general tax revenue. 

After all, to the best of my knowledge, you gentlemen of the Con- 
gress have not yet advised the Postmaster General that the Post 
Office should be operated at a profit. And the question of whether 
the postage cost of a letter should be 4 cents or 5 cents, and whether | 
the Post Office makes or loses money on delivering that letter, is 
purely academic. In any event, the public pays the cost of han- 
dling that letter, either in postage or in taxes. We want to pay our 
share, but. we don’t want to be discriminated against. 
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I thank the committee for its time and attention, and respectfully 
solicit its consideration in our behalf. 

Mr. Jowansen. Mr. Chairman ? 

The Cuarrman. Mr. Johansen. 

Mr. JoHansen. I am very much disturbed by this last paragraph, 
the statement particularly that “the question of whether the postage 
cost of a letter should be 4 cents or 5 cents * * * is purely academic,” 
and that “In any event, the public pays the cost of handling that let- 
ter, either in postage or in taxes.” 

I respect the gentleman, and I am very happy to have him here. 

Mr. Fosrer- Thank you, sir. 

Mr. Jouansen. And I certainly do not want to be unkind in my 
comments. But I am afraid that he does not come to grips with the 
problem that. we ought to come to grips with in the Congress. That 
is the fact that, No. 1, Congress has set up a policy that, as far as it 
can be determined, and with allowances for service features, not that 
a profit should be made, but that the user should pay their share of the 
cost. 

Not getting into any arguments as to whether you are or are not 
subsidized, the first-class users have historically paid something in 
the neighborhood of 130 or 140 percent of allocated costs, on the 
theory that there should be that measure of support of the cost by 
the users. 

Now, to say that if they do not pay 4 cents instead of 3 or 5 instead 
of 4 is an academic question, is to argue logically that it does not 
matter if they pay any postage, because it can all be subsidized and 
paid for by taxes. 

The irony of the situation, of course, is that there is a third alterna- 
tive, which is applied in many instances, and that is deficit financing 
by the Federal Government. So we do not pay it as users, we do not 
pay it as taxpayers, we just defer it. 

That is the very serious concern that we have. As I mentioned 
earlier, we are unquestionably going to face, and I hope it will be on 
a sound and justified basis, demands for increased financing for de- 
fense. I hope it will be kept on a sound basis and not “ey oe on 
hysteria. But it is a situation we are undoubtedly going to have to 
face, and I would like to know whether the gentleman feels that it 
is not important, with that prospect in the present situation, that we 
go as far as possible in avoiding subsidies, and that we go as far as 
possible in meeting additional costs either through increased rates for 
the user or through specific taxes voted to meet the expenditure. 

You see, we would be a lot slower in the Congress, my friend, in 
voting additional expenses, if we knew that we could not vote them 
without voting a tax levy to meet that specific increase. Then we 
would pinpoint some of the foolishness we do around here and tell 
the public that “because of that foolishness, you have to pay more, 
either in taxes or in postage.” 

Mr. Foster. Sir, I agree with you. I said that we want no sub- 
sidy. And if you gentlemen can determine what our costs are, we 
would be most happy to pay them. 

Let me say further that one problem of this committee, as it appears 
to me, is to determine who is incurring these costs and therefore 
who should pay them. I do not believe that anyone as yet has suc- 
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ceeded in determining that. In the absence of that determination, 
of necessity a certain amount of it must come out of the general tax 
revenue. Otherwise, you are very apt to commit some inequities here, 

Mr. JoHanseEn. Or go into the deficit. 

Mr. Foster. I agree with you thoroughly. My firm pays taxes, 
I pay them personally, and I pay them with pleasure, if I may say so, 
I mean that. 

Mr. JoHANsEN. May I interrupt to say that maybe we are going to 
have to add to your pleasure. 

Mr. Foster. Sir, if that is necessary to maintain our kind of gov- 
ernment in our country, I am in favor of it. 

Mr. JoHANSEN. I appreciate that very much. I hope my colleagues 
will take as responsible an attitude. 

The Cuarrman. All right, sir. 

Is there anything else? 

Thank you very much. 

If you other gentlemen cannot highlight your statements, I will 
have to call on Mr. Puskar to appear at this time, because he has 
to leave the city. 

Mr. Puskar? 

Mr. Davis. Mr. Chairman ? 

The CuatrMan. Judge Davis. 

Mr. Davis. I want to make this statement in connection with that. 

Of course, having been here serving with you for many years, I 
know you are a man who believes in fairness. We started off these 
hearings last week, I thought, with the understanding that the pro- 
ponents of the increases would be heard first, and then the opponents 
would be given ample opportunity to present their side. They can- 
not present it if they are being hustled along here. 

The CuatrMan. I do not know of any such agreement as that, Judge 
Davis. 

Mr. Davis. There was no such agreement, but I thought that was 
the announcement; certainly, if it was not announced, that was the 
procedure that was followed. The Postmaster General was heard, 
then came along Mr. Stans and others 

The CuarrMan. For the administration. 

Mr. Davis. Yes. And then it was announced, or I know query was 
made as to when the opponents would be heard, and it was said they 
would be heard this week. 

We have heard this morning already one proponent, and that was 
Mr. Ledbetter. I have read Mr. North’s and Mr. Puskar’s statements, 
and they are in favor of it. I just want to see to it that those who are 
opposed have a fair opportunity to be heard. 

The Cuatrman. They will have an opportunity, but I just wanted 
to call Mr. Puskar because he has to leave the city. 

Mr. Davis. I have no objection. 

The Cuarrman. All right, Mr. Puskar. 

Mr. Gross. Just a minute. How about these other gentlemen who 
are from out of town ? 

_ The Cratrman. They can stay here and be heard later. Mr. Puskar 
1s next. 

All right, Mr. Puskar. Make your statement, and then we will hear 
from you gentlemen after he concludes. 
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ation, | sTATEMENT OF CHARLES PUSKAR, EXECUTIVE SECRETARY- 3 


i TREASURER, NATIONAL ASSOCIATION OF POSTMASTERS, IM- 4 
; PERIAL, PA.; ACCOMPANIED BY ROY NORTH, LEGISLATIVE REP- 
taxes, RESENTATIVE 
— Mr. Pusxar. Mr. Chairman, I appreciate this unusual courtesy, be- 
ing to cause I do have to leave the city, and I am going overseas. My state- - 
+f ment will not take more than about 10 minutes. 
F gov. Mr. Chairman and members of the committee, my name is Charles FE. 
Puskar. I am postmaster at Imperial, Pa., and executive secretary- 
agues ie Rag of the National Association of Postmasters of the United 
States. 
I have with me today Roy M. North, former postmaster of Wash- 
ington, D.C., the legislative representative of our association. : 
Our membership is composed of more than 33,000 postmasters, or Z 
will 94 percent of the total postmaster force of the Nation. We also take 
» has pride in stating that more than 90 percent of the postmasters in each 


of the four classes of offices are members of the National Association 
of Postmasters. 

On April 21 of this year, the president of our association, Hobart A. 
Wehking, postmaster at Cincinnati, Ohio, accompanied by several of 
that. the officers of our association, including Mr. North and myself, ap- ; 
peared before you and asked that a 10 percent increase in salary be a 


ye given to all postmasters and to all postal employees. On May 3 of this : 

pro- year, you responded by voting a pay increase of 9 percent. We are 

ents most grateful to you and the members of your committee for your f 

can- action. 

During the administration of Postmaster General Summerfield, we 7 

idge postmasters have been given more authority and responsibility and ss 

we are, in every sense of the word, the field managers of the postal 

was | ‘Service. We are proud of our jobs and our responsibilities, and we i 

Kien | would be remiss indeed in our obligations to our Government if we 
ard did not have a deep and abiding interest in the creation and main- 
. tenance of a sound and reasonably balanced budget for our postal 

system. 

ee Our membership is therefore supporting the principles of H.R. 

hey 11140, which would provide a badly needed increase in postal rates " 

so that postal revenues may be brought more into line with . 

nts, _ Our association has long felt that a 5-cent first-class letter rate is 
aan justified. In fact, we so. testified before the Senate Post Office and 
Civil Service Committee in 1958. We were pleased at that time when 

ted the Senate passed a 5-cent rate bill; and if that rate had then been 5 

enacted into law, the postal deficit for this year would be only approxi- ( 

mately $200 million instead of the estimated $600 million. 

I might add, Mr. Chairman, that most postmasters enjoy close and 

itis friendly relations with their patrons. I think we know the feelings | 
of the citizens of our respective communities. In 1958, we did not 

bee think the average private citizen of the United States would object | 

to a 5-cent rate on first-class letters; and today, in 1960, we feel the 

_ same way about it. In our opinion, the American people are far 


more interested in an efficient mail service than they are perturbed 
about a possible small increase in postage. 


| 
i 


210 POSTAL RATE REVISION 


As field managers of the postal service, we take pride in the im- 
rovement in the mail service for our 170 million patrons that has 
een effected in the last several years. Through your cooperation, 

Mr. Chairman and members of your committee, and through that of 
the Senate Post Office and Civil Service Committee, we have witnessed 
revolutionary changes in the postal service, which were necessary and 
long past due, because of the tremendous increase in the volume of 
mail, the ever-increasing population of our Nation, and the constantly 
increasing per capita use of the postal service. 

Starting from scratch 7 years ago, the Post Office Department has 
developed mechanization and electronic equipment which enables 
postmasters and their employees to move the mail through the large 
offices of the Nation with far greater efficiency and dispatch. 

In the past 3 years, the so-called metro plan, which is a method of 
exchanging mail between offices in areas surrounding metropolitan 
cities, has in my personal opinion been the biggest single improvement 
in the mail service during my 26-year tenure as postmaster. As you 
know, each metro area consists of from 158 square miles to 75,000 
square miles, carrying in size, and the system has been activated in 69 
areas. This plan practically insures delivery of any letter mailed 
before 5 p.m. at any office within that particular metropolitan area to 
any other office within that area by the next morning. 

think that any fair-minded person must admit that during the 
administration of the present Postmaster General there have been 
more improvements in mail handling techniques, in transportation 
patterns, in personnel procedures, in accounting methods, and in 
many other areas than there were in any other comparable period 
in recent history. Many of the major improvements lie in the future 
but, when they do come about, they will be the result of the research, 
the planning, the development, and the experimentation which has 
been going on in the Department in recent years, and which is 
continuing at the present moment. 

As far back as January 1957, in an article in the Postmasters 
Gazette, the official publication of the National Association of Post- 
masters, I discussed the feasibility of having only one rate for first- 
class mail. Mr. Chairman, I respectfully ask your permission to 
have the text of that article included in the record. 

The CuarrMan. Very well, it will be included. 

Mr. Puskxar. Thank you. 

(The article referred to follows :) 


{From Postmasters Gazette, January 1957] 
THE NATIONAL SECRETARY'S PAGE 
(By Charles E. Puskar, Imperial, Pa.) 


Early action can be expected on postage rate legislation by the 85th Con- 
gress. Last year, when time ran out on the 84th Congress before action could 
be taken by the Senate on the rate bill, Senator Olin D. Johnston, chairman 
of the Senate Post Office and Civil Service Committee stated that early 
consideration of that important legislation could be expected. 

You will recall that the House of Representatives passed a postage rate bill 
that would increase first-class mail to 4 cents, and would increase the rates 
on second- and third-class mail. It was estimated that the total increase in 
revenue would be almost $500 million a year. The fact that the House approved 
the measure by a 217 to 165 vote indicates that the 84th Congress was aware 
of the need for increasing postage rates. 
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the im- The aggregate deficit since 1946 is over $5 billion in the Post Office Depart- 
lat has ment. In other words, the national debt has been increased by postal deficits 
ration during the past 10 years in the amount of $5 billion and must eventually be 

’ paid by the taxpayers of the Nation, probably by a future generation. In effect, 
that of the users of the mail during the past 10 years have saddled future taxpayers 
tnessed with their postage bill. 
ry and Postmasters are especially aware of the fact that during the past 10 years, 
ime of as the deficit mounted, the physical plants and the facilities were allowed 
é to deteriorate. In spite of increasing demands for postal service by reason of 
stantly an ever-increasing population and business economy, facilities were not ex- 

panded and practically no new post offices were built. It is to the everlasting 
nt has credit of postmasters and all post office employees, that the service was 
nables maintained at a high standard of efficiency during the past 10 years during 
7" 3 which time the postal service practically doubled. 
> darge In the meantime the costs of mail service increased. Congress rightfully 
raised salaries of postal personnel and transportation costs increased propor- 
hod of tionately. It is estimated that the deficit in 1957 under the present postage rate 
olitan structure will be well over $500,000. The measure that passed the House of 
; Representatives last year would provide an estimated additional revenue of not 
ement quite $500 million, as mentioned above. Therefore, it has been suggested that 
‘S you the rates should be increased above those proposed last year. 
75,000 This writer does not agree with some people who believe it would be a calamity 
in 69 and a gross injustice upon the users of the mail, if the Post Office Department 
; were to show a silght profit, above operating costs. It is argued by some, that 
nailed since all other departments of the executive branch of the Government charge 
reato the cost of operations to the Government, the Post Office Department should 
also operate in the red. The fallacy of that thinking was evident in the report 
ig the of the House Post Office Committee last year which said in effect that the 
| » | users of the mail should pay the cost of mail service. 
tation A NICKEL? 
nd = | A new theory has been advanced in the past 2 years that first-class mail should 
eriod be increased to 5 cents per ounce and that the designation “first-class” mail 
uture should mean it would be handled in the most expeditious manner in order to 


arch, insure the fastest possible delivery. Under that theory, first-class mail would 


n has be transported via the fastest carrier to the city designated on the address 

A oo whether by air, or surface. There would cease to be an airmail rate as such, 

Ch 1s but all first-class mail would be transported by air if earlier delivery could be 
made than by surface transportation. It would make it possible to guarantee 

sters 24-hour delivery of first-class mail to any point in the Nation. 

Post- It is doubtful if the commercial airlines are equipped to handle all the long- 

first- haul mail at this time. However it is an interesting theory and may eventually 

rst be considered by Congress. 
n to It is a fact that our neighbor, Canada charges 5 cents per ounce for first-class 


mail and shows a 168 percent return on that class mail, and almost without 

exception, the countries of the world require their postal service to operate on a 
} pay-as-you-go basis. If Congress raised first-class mail to 4 cents per ounce, the 
return on that class of mail would still be less than 130 percent. It is generally 
agreed that it would not be feasible or practical to increase rates on second- 
and third-class mail to the point where that class of mail would pay its own 
way. Just last month, the Crowell-Collier Publishing Co. decided to discontinue 
publication of Colliers and Woman's Home Companion because both of those 
magazines with a combined circulation of 8% million had been losing money. If 
rates on second- and third-class mail were increased 100 percent, the postage 
would not be adequate to pay the cost of delivering that class of mail, and many 


Con- | publishing firms would be forced out of business, according to testimony of their 
‘ould representatives. Therefore it is apparent that any substantial increase in postal 
‘man revenue must come from first-class mail. 
arly In recent years parcel post rates have been increased by more than 110 percent, 
and postal cards and drop letters have been increased by 100 percent without 
. bill great protest by the general public. With the assurance of even better mail 
‘ates | service, new post offices where needed, and modern facilities and procedures in 
e in the postal service, it is doubtful if the postal patrons would offer general 
oved objection to paying a nickel to mail a letter. When Congress considers postage 
vare rate legislation this year, it may be well for them to take a long look at the 


suggestion that first-class mail be raised to 5 cents. In view of the fact that 
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letter mail postage has not been increased during the past 25 years, that proposal 
does not seem too far out of line with present day prices. 

Our interest as postmasters in the postage rates is manifold. As the field 
managers in our great postal system, we have a deep sense of pride in our accom- 
plishments and in the service. We are getting tired of hearing the word “deficit” 
in relation to the fiscal condition of our Department and we know it is high 
time that our great Nation provide post offices and facilities for all communities 
as benefits the greatest Government in the world. We feel that the faithful 
one-half million postal employees are entitled to modern working conditions 
and decent salaries. We want to give our patrons the best postal service in the 
world by being able to expand our service as demanded by increasing populations 
and economies but we need additional financial allowances in order to accomplish 
our objective. 

We hope Congress will take action within the next few months on postage 
rate legislation. Postmasters can help by telling their Congressmen and Senators 
about the disgraceful fiscal situation in the Post Office Department and asking 
for support of an adequate increase in postage rates. 

Mr. Pusxar. By this I mean that domestic “airmail” as a distinct 
and separate class of mail is becoming obsolete in this second half of 
the 20th century. 

I might just mention there that the Post Office uses jet planes, they 
use airplanes, railroads, boats, horseback, and even dogsled, to deliver 
the mail within our boundaries. I might point out that we do not 
charge a different rate for each one of those methods of trans- 
portation, 

In our opinion it is very possible that the time has come to con- 
sider “first class” in terms of what the words imply: the fastest possi- 
ble means of transporting the mail between two given points. It is 
our earnest recommendation, Mr. Chairman and members of the 
committee, that serious thought be given to the suggestion that in any 
rate legislation which might be considered, there should be a provision 
stipulating that all first-class mail must be expedited by the fastest 
available means of transportation, whether it be railroad, jet airplane, 
or motor vehicle. 

The CuatrMan. If this proposal should be approved, enacted into 
law, you would destroy airmail; would you not ? 

Mr. Davis. And destroy the railroads. 

Mr. Puskar. I do not think it would destroy either the railroads or 
airmail. 

Mr. Davis. Mr. Chairman? 

The CuatrmMan. Judge Davis. 

Mr. Davis. If your recommendation is followed out there, where 
there is an airline, you would use it, and where there is an airline and 
a railroad, and the Department has a choice of using both, and the 
patron has a choice of paying airmail or first-class rates, you would 
simply use the airmail and destroy the railroad. That is the ultimate 
effect of your recommendation; is 1t not ? 

Mr. Puskar. Mr. Davis, our interest is in the improvement of the 
service. 

Mr. Davis. I know, but I just asked you that question. What you 
recommend would have that effect ; would it not ? 

Mr. Pusxar. It would take from the railroads what last year, in 
the volume of mail, was approximately $11 million. 

Mr. Davis. Well, where that situation existed, you would eliminate 
the railroad and use the airline. 
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Mr. Puskar. Yes. On the long haul, of course. I mean from here 
to the west coast, or anything over 500 miles. 

Mr. Davis. Do you not say on the long haul; you just say the 
fastest method. 

Mr. Puskar. The fastest possible means. And oftentimes, Mr. 
Davis, the airliner is not the fastest means. 

Mr. Davis. I will not quibble about that. But I think it is obvious 
what your recommendation would result in, whether you think so or 
not. 

The Cuarrman. I think it would have a serious effect upon airmail 
and probably result in the discontinuance of airmail. I also think it 
would have a very serious impact upon the railroads. 

Mr. Pusxar. If we discontinued airmail, as such, we would still 
continue to use the airlines, railroads, automobiles, whatever would be 
the fastest method. 

Mr. Gross. Then, you are not for the increase in the airmail rates ¢ 

Mr. PusKkar. No, not if my recommendation here is followed, then 
of course there would be no airmail rate. 

Mr. Gross. Well, are you in favor of an airmail rate increase? 

Mr. Pusxar. If the Congress does not see fit to follow my recom- 
mendation and first-class mail is increased, which we are recommend- 
ing, then of course I am in favor of an airmail rate increase. 

Mr. Gross. We are ina pretty “iffy” field, are we not ? 

Mr. PusKxar. That is the only way I can answer that question, Mr. 
Gross. 

The Cuarrman. All right, you may continue. 

Mr. Puskar. Unfortunate developments in the past 2 weeks in the 
relationship between the Communist nations and the free world make 
it imperative that our communication system in America be improved 
to its ultimate degree and keep step with progress, not only in mecha- 
nization and automation, but also in transportation. In my opinion, 
Mr. Chairman, it is entirely within the realm of possibility that, in 
the not distant future, first-class mail could be afforded next-day de- 
livery between any two metropolitan centers within the continental 
boundaries of our Nation. 

I might point out that many countries throughout the world have 
successfully instituted one first-class rate, regardless of the method 
of transportation. 

Mr. Corserr. Mr. Chairman, may I interrupt at this point just 
for information ? 

The Cratrman. Mr. Corbett. 

Mr. Corverr. Is not the system you propose in use in Canada? 

Mr. Puskar. Yes, that is right. 

Although I know that the main purpose of this hearing is to con- 
sider ways and means of eliminating the abnormal deficit existing in 
the postal service, I feel that in helping to relieve that deficit this com- 
mittee could at the same time improve the service by establishing only 
one single rate for all first-class mail, no matter how it is transported. 

The policy of the National Association of Postmasters has always 
been that the users of the mail should pay the cost of handling and 
delivery of their mail after consideration of specified public welfare 
costs, in conformity with the policy set by the 85th Congress under 
Public Law 426. Therefore, Mr. Chairman, we feel that the rates for 
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all classes of mail should be increased so that they come as near as 
possible to paying their equitable share of the cost. 

However, since first-class mail receives a preferential treatment at 
all times, both in transportation and in expeditious handling within 
the post offices, we feel that it should pay a larger portion of the 
overall cost of the postal service. 

As you know, Mr. Chairman and members of the committee, first- 
class mail has traditionally paid more than its allocated costs because 
of its preferential treatment and because of certain costs, which are 
considerable, incurred by the Post Office Department only because of 
the existence of first-class mail. 

Just as one example of what I mean, I would like to point to the 
corner letter boxes and collection boxes, which exist solely for the 
purpose of handling first-class mail and air mail, and for the con- 
venience of first-class mail and air mail users. 

There are many other costs unique to first-class and airmail and 
these should also be considered in setting rates for these classes, even 
if these expenses do not show up in the cost accounting allocations. 
We do not agree with the argument that the raising of the rates on 
first-class mail constitutes an unwarranted burden on the ordinary 
private citizen. Indeed, an argument may be made that it does just 
the opposite. 

Departmental figures indicate that more than 70 percent of all first- 
class mail is business mail. Government figures indicate that more 
than 60 percent of all income taxes are paid by individuals. 

So it could be seriously argued that by raising the rate on first- 
class mail, the Congress would be lifting part of the burden of sup- 
porting the postal service from the shoulders of the individual citizen 
as a taxpayer and transferring it to the shoulders of the actual users 
of first-class mail. 

There is a distinction between the term “taxpayer” and the term 
“mail user” and, in our opinion, it should always be kept clearly in 
mind. 

But, Mr. Chairman and members of the committee, I know that the 
Postmaster General and his staff have appeared before you and have 
made a convincing and highly researched argument for an increase in 
postage rates. I know their presentations have been augmented by 
testimony from the Director of the Budget and the Under Secretary 
of the Treasury. 

It certainly should not be necessary for us to attempt to supplement 
these arguments. Indeed, it would be somewhat presumptuous to do 
so. Therefore, we want only to support this testimony as an associa- 
tion, as postmasters, and as taxpayers. 

I would like to add one thought before concluding, Mr. Chairman. 
and it is this: In our opinion, time is very much of the essence. 
While it is true that something as basic as an increase in postage rates 
should not be entered upon hastily and without exhaustive discussion, 
it is also true that with every passing day, almost $2 million is added to 
the postal deficit. It is, in our opinion, demonstrable that this situa- 
tion can be remedied only by an increase in the rates of postage; and, 
therefore, we respectfully request that a favorable decision on this post- 
age rate legislation be reached as soon as possible, so that this heavy 
and unnecessary drain on our Federal Treasury can be stopped within 
the very near future. 
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We thank you for this opportunity to make these suggestions to 
your committee, and for your continuing courtesy to our organiza- 
tion and to its members. 

Thank you very much. 

Mr. Jouansen. Mr. Chairman ? 

The Cuarrman. Mr. Johansen. 

Mr. Jowansen. If a year from now there should be an administra- 
tion which opposed any rate increases or favored a decrease in postage 
rates, would you as an individual or your organization change the 
position that you have taken here this morning ¢ 

Mr. Puskar. I cannot speak for my organization, because of course 
that would involve a policy that would be determined by our executive 
committee and our convention. 

Mr. JoHANSEN. But you as an individual ? 

Mr. Puskar. Asan individual, I would not. 

Mr. JOHANSEN. You are not testifying here, then in the manner that 
you have, in order to keep your job either with your organization or as 
a postmaster 

Mr. Puskar. Absolutely not. In fact, no one in the Post Office De- 
partment has seen this testimony or known what I was going to pro- 
pose today, to my knowledge. 

Mr. JouaNnsEN. In view of statements that have been made on the 
record here, that the witnesses that appear in support of the increase 
who were connected with the Post. Office Department do it to keep their 
jobs, I just wanted that in the record. 

Mr. Gross. Mr. Chairman / 

The CuatrmMan. Mr. Gross. 

Mr. Gross. Have you ever opposed a rate increase bill, you or your 
association 

Mr. PusKxar. We have never opposed a rate increase bill. In fact, 
I think we have testified four or five times before this committee, and 
we advocated an increase in rate at each one of those hearings. 

Mr. Jonansen. And you have seen, during this period of time, 
that the costs of the Post Office Department have been increasing, 
and the deficit has been increasing, have you not? 

Mr. Puskar, That is right. 

Mr. Gross. That. has gone down to some extent, has it not? It bas 
not been a steady increase. 

Mr. Puskar. There was no proposal for a rate increase at that 
time; that was during the war years, Mr. Gross. 

The Cuarrman. That proposal would absolutely eliminate airmail 
postage. In other words, you would send all first-class mail by the 
fastest means of transportation, whether by air or rail, as I construe 
your statement. Is that correct ? 

Mr. Puskar. That is right. 

The Cuamman. And there would not be any necessity for airmail 
postage. 

Mr. Puskar. There would be no airmail postage as such. 

The Cuarrman. Are there any other questions? 

Mr. Gross. You said something about the post office letter boxes 
being set up and used only for first-class mail. What would happen if 
I put a second-class letter in there? Would it be left in the box ¢ 
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Mr. Puskxar. If you, as an individual, put it in, it would be de- 
livered. But the firms who mail, who have permits, must deliver to 
the office. 

Mr. Gross. Then, it goes beyond first-class, does it not? 

Mr. PusKkar. To a very slight degree; for the individual. 

Mr. Gross. Suppose I put some third-class mail in the box; would 
it be left there? 

Mr. Puskar. No; it would be delivered. 

Mr. Gross. Yes. 

Mr. Puskar. But it is a very small portion. 

The CHatrman. Thank you, sir. 

Now we will continue to hear from the previous group. 

Mr. North, you are here in Washington; we will hear from you 
later. We have some witnesses in here from out of town, Mr. Yerkes, 
and Mr. Guyer. If you gentlemen will return to the table, we 
will hear you now. 

Mr. Norrn. Mr. Chairman, I have no particular statement. I sup- 
port the testimony given by Mr. Puskar this morning. 

The CuHarrman. All right, sir. 

Mr. Puskar. Thank you. 

The CuatrmMan. You gentlemen may proceed with your statements. 


STATEMENT OF ROBERT F. LEDERER, LEGISLATIVE ASSISTANT TO 
THE AMERICAN ASSOCIATION OF NURSERYMEN, WASHINGTON, 
D.C.; ACCOMPANIED BY JACK FOSTER, PRESIDENT, HENRY FIELD 
SEED & NURSERY CO., SHENANDOAH, IOWA; THOMAS M. 
YERKES, SECRETARY, STAR ROSES, THE CONARD-PYLE C0, 
WEST GROVE, PA.; AND ROY GUYER, CONTROLLER, JACKSON & 
PERKINS CO0., NEWARK, N.Y.—Resumed 


The Cuarrman. Next we have Mr. Thomas M. Yerkes, of Star Roses, 
the Conard-Pyle Co. 


STATEMENT OF THOMAS M. YERKES, SECRETARY, STAR ROSES, 
THE CONARD-PYLE CO., WEST GROVE, PA. 


Mr. Yerkes. Mr. Chairman and members of the committee, I would 
like to submit a prepared statement for the record later. 

The Cuarrman. Very well, sir. 

Mr. Yerkes. I prefer now to speak off the cuff, as it were. And in 
the interests of your time, I will simply point out a couple of little 
items that have occurred to me as regards this matter of third-class 
mail rates. 

In the first place, the one point I want to make is that people do want 
and they do read third-class mail; to wit, we get something over 
50,000 requests per year for our catalog and other pieces of literature. 
So people want third-class mail; it is very important to them. They 
like to get it. We catch holy thunder from our customers when they 
do not get their catalog. 

The Cuarrman. What are you engaged in, your company ? 

Fcc Yerkes. We grow rose bushes. We sell the plants, not the 
looms. 
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The second point I wish to make is that our business over the past 
10 years has increased by 232 percent. However, the mail order part 
of that business has increased by 45 percent. In other words, what is 
happening is that we, because of expenses of various kinds, of which 

ostal rate increases are one, have seen fit to expand our business in 
other directions, rather than our mail order business. 

The post office at West Grove, Pa., where we are located, is a first- 
class post office, solely because of our company. If it were not for our 
company, it would be a third-class post office, with one employee. Now 
the have nine. So if we go further out of the mail order business, the 
result. at the West Grove Post Office will be that they will be reduced 
in size from a first-class post office on down to whatever classification 
of post office would be required by the small population of some 250 
to 300 people there. 

The CuarrmMan. What are the receipts of that post office annually ? 

Mr. Yerkes. I do not know, sir; but I can tell you what we pay them, 
and that is about 95 percent of it. 

The Cuamman. About 95 percent? It is a rather costly operation 
to the Department. 

Mr. Yerkes. It is about $30,000. 

The Cratrman. All right, sir. 

Mr. Davis. He says they pay 95 percent of the intake there at the 
post. office; that is what he said. 

The Cuatrman. Yes, but the third-class mail goes at a loss, so it is 
not profit mail. 

Mr. Davis. All of yours is not third-class mail, is it? 

Mr. Yerkes. That is correct; that is the next point I was going to 
make, sir. 

We pay, in addition to that, $15,000 a year in first-class postage. 

The How much in third class 

Mr. Yerkes. Just short of $30,000 in third-class, and $15,000 in 
first-class postage, and in addition to that, in fourth-class postage, 
roughly $60,000. 

That first-class postage is what we pay out. In addition to that, 
there are some 80,000 pieces of first-class mail which come into the 
West Grove post oflice to us as a result of our activities as a mail-order 
nursery. 

Mr. Gross. What is the class of that post office? 

Mr. Yerkes. It is first class, sir. 

The point is this: We are already taking steps to decrease the per- 
centage of our mail-order business to the balance of our business. If 
we do this further, it means a decrease in the revenue of the West 
Grove Post. Office, which I believe is something that this committee 
should probably concern themselves with. And I am sure that the 
postmasters, surely our postmaster, would be very upset. 

The CHatrmMan. He is concerned, isn’t he ? 

Mr. Gross. Mr. Puskar, who just testified, too, might be a little 
concerned, along with some of his people. 

Mr. Yerkes. [ think that could well be the case. 

Mr. Davis. I have been through and stopped at your place. I am 
speaking as one who is interested in what you are doing, and also in 
the method by which vou propose to carry on your business. As you 
reduce your mail-order business, if this continual increase in postage 
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rates continues, how are you going to arrange to transact your busi- 
ness¢ How are you going to appeal to the people? 

Mr. Yerkes. We have already set up a garden mart on Route 1, 
If you have been to our place, you know we are off of Route 1. In 
the recent past we have built a garden mart on Route 1, and we now 
have on the drawing boards plans for completely remodeling that and 
enlarging it, and increasing that aspect of our business considerably 
beyond what it is now. 

T think that is probably all the really important things I had to 
bring out, Mr. Chairman. Thank you very much. 

The Cuarman. Thank you. 

Mr. Davis. Let me ask you this, now. 

Have you had ample opportunity to present all you wanted to pre- 
sent about this matter? You do not feel as if you have been hustled 
along and deprived of an opportunity to say what you wanted to say! 

Mr. YERKES. Frankly, sir, I had planned to touch on several more 
points. However, my colleague here has already touched on them 
and I can say I will agree with his thinking and wish to bring out 
these additional points. If time were not pressing, there are prob- 
ably several other things I might say, but they might be extraneous. 

Mr. Gross. Mr. Chairman, T want to join with the gentleman from 
Georgia in protest at this time against asking the witnesses who come 
from a distance in opposition to this postal rate bill, or some segment 
of it, to highlight their testimony. The previous witness, Mr. Puskar, 
was not asked to highlight his testimony. 

The Cuarrman. I will give him all the time he wants. If he wants 
more time, goahead. But he said he had finished. 

Do you want more time? 

Mr. Davis. If he wants more time, I want him to have it. 

The CHarrMan. All right; we will just sit here. 

Mr. Davis. If we do not have it at this meeting, let him come at 
the next meeting, and not hurry him along. 

The Cuarrman. I was trying to accommodate him. He is from out 
of town, from Pennsylvania. 

Mr. Yerkes. I will submit a prepared statement, Mr. Chairman. 

The CuarrMan. All right, sir. 

(The statement follows :) 


PREPARED STATEMENT OF THOMAS M. YERKES, SECRETARY, THE CONARD-PYLE Co., 
West GROVE, PA. 


Mr. Chairman and members of the committee, thank you for allowing me 
the time to come before you and point out a few things which may influence 
your thinking on the matter of pending legislation to increase the third-class 
postage rates. 

I represent a 62-year-old firm whose principal business is the growing and 
sale of nursery products with particular emphasis on roses, the Conard-Pyle 
Co., West Grove, Pa. 

Until recently our principal source of income has been mail-order sales of 
these products. Our dollar volume is something over $1 million annually. To 
do this, we have used the third-class mail service approximately as shown in 
ehart No. 1, below. (These figures are 1959-60 fiscal year with projections 
for the unfinished portion of the year to June 30.) In the same chart we are 
showing our source of income growth and changes over the past 10 years. 
Please note that while overall growth is represented as 232 percent, the mail- 
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order growth is only 45 percent. This change has been brought about primarily 
due to increases in cost of doing business mail order, a large portion of which 
cost is represented by postage. Here is another chart showing the relationship 
between cost of producing and mailing a piece and the postage to carry the 
piece through the mails. The relationship is quite amazing. (Refer to chart 
No. 2.) 

On the bases of anticipated 2- to 4-percent returns which is normal at mail 
order, Obviously the postage becomes a major consideration. We have turned 
to some extent in the past and are now considering further moves from mail 
order to other means of selling our products. 

West Grove, Pa., is a first-class post office on the basis of our business. They 
hire nine persons. The day we stop mail order and our $30,000 third-class, 
$15,000 first-class and $60,000 fourth-class business, it becomes probably a third- 
class post office with one employee. I think this is of major importance to the 
Post Office Department and their employees. Please bear in mind also that we 
generate some 60,000—-80,000 pieces of incoming first-class mail per year—most 
of which would stop when we go out of the mail-order business. 

I do not mean to infer that postage is the only cost which has risen. Others 
have too, but as you can see, postage is a major portion of our total expense of 
sales effort and a 25-percent and 50-percent increase as proposed will definitely 
curtail our activities, possibly to the stopping point. 

May I also point out that there seems to be considerable grounds for the 
contention that third-class mail, with costs and income properly applied, actually 
pays for itself. 

We believe that, contrary to much information in the press, people do want 


and do read third-class mail. We receive 50,000 requests per year for our 
catalog. These people want third-class mail. Customers eagerly await our 


magazine “Success With Roses” and are furious when they fail to receive their 
copies. These people want third-class mail. We receive excellent returns of 
“bring to our nursery” coupons mailed locally. We know people want and read 
third-class mail. 

Here is an opportunity for the public to buy real top-quality plants and real 
good selection which would be unavailable through other means of distribution 
since the demand is so thinly spread across the country. Usual retail outlets 
are closed to these users since the perishable nature of the product causes diffi- 
culties in handling which most retail stores are unable to overcome. 

May I respectfully suggest that there is a better way for the Post Office De- 
partment to make ends meet than to raise rates—that is to cut expenses and 
increase business and thereby utilize the slack time to which the Postmaster 
General refers. This is certainly better than squeezing down the amount of 
mail and thereby cutting employees of the Department. I believe that if the 
Post Office Department is going to have to show a surplus or at worst an even 
break of expense and income (and I heartily believe that it should) then we 
believe that the Department should be made to live within its income and use 
sound business principles in its operation. The business houses which support 
the Department must operate efficiently or go broke. So, we believe the De- 
partment should do likewise. 

Many thanks for giving me this opportunity to express my views. May your 
committee judge the situation wisely and be caused to decide this issue fairly 
to the best interest of the country as a whole. 


CHart No. 1 


Percent in- 
Income source 1949-50 Percent of 1959-60 Percent of | Difference | crease over 

total total 10 year 

period 
Retail mail order -_..------- 322, 800 53 469, 400 33 146, 500 0 454 
83, 500 14 281, 500 20 198, 000 2.37 
er ee 78, 960 13 240,000 17 161, 006 2.04 
118, 400 19 410, 000 29 291, 500 2. 48 
600 1, 400, 900 797. 000 32 
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Cuart No. 2 


Cost of | Percent 
postage of cost 
Cost of Labor of equals this} postage | Percent 
Pieces piece mailing | Postage |percent of} will be | increase 
cost of with 
piece now) proposed 
increase 
246,000 catalogs_- 361. 60 $5, 045 10 14 40 
| 21,903. 69 | 1, 900. 80 4, 200 18 25 40 
62,000 B.&W. folder 1,850.00 595. 20 1, 500 62 77 25 
| 91 50 
100,000 rose color folders--------- . | 5, 482. 82 960.00 2,000 31 39 25 
46 
1, 345. 75 172. 80 450 30 37 25 
45 50 
27,000 L. S. potted folders. --.....-..--- | 698. 50 259. 20 675 71 8S 25 
| 106 50 
789,000 Sonjana folders __-_- -------| 29,682. 48 | 2,736. 76 15, 780 30 37+ 25 
131, 444.55 | 8,986.36 | 29, 650 | 
| | 


STATEMENT OF ROY GUYER, CONTROLLER, JACKSON & PERKINS 
NEWARK, N.Y. 


Mr. Guyer. Thank you, Mr. Chairman. I appreciate the time of 
the day, and also the fact that it is time to eat. So in the interest of 
your suggestion, I am going to try to just hit the highlights here and 

take as little of y our time as possible. 

The Cuarrman. Do you have a prepared statement ? 

Mr. Guyer. I have a prepared statement. 

The Cuarrman. That will be inserted in full in the record now, 
and you may elaborate on it as you see fit. 

Mr. Guyer. Thank you. 

(The statement referred to follows:) 


STATEMENT OF Roy L. GuYER, CONTROLLER, JACKSON & PERKINS Co., NEWARK, N.Y. 


Mr. Chairman and members of the committee, a few of you may recognize 
that this has not been the first time that I have appeared before this committee 
on these questions of postal rate increases. I have appeared twice before the 
Senate committee and once before this committee, my last previous appearance 
before this committee being on April 17, 1956, in connection with H.R. 9228. In 
these appearances I have represented both my company and the National Mail 
Order Nurserymen’s Association. 

On behalf of the company that I represent, Jackson & Perkins Co., of New- 
ark, N.Y., I wish to restate that the character and nature of our operations 
have not changed down through the years. However, our selling methods 
have changed. This business began back in 1873 when it was started as a small 
partnership business by the original Mr. Charles H. Perkins and his father-in- 
law, A. Jackson. This began as a small gardening enterprise specializing in 
small fruits, berry bushes, and fruit trees which were sold to farmers. Subse 
quently ornamental items were added, flowering shrubs, shade trees, ever- 
greens, and rosebushes. The devotion to the rose since around 1890 has con- 
tributed to most of the selling activities and to the growth of the company 
during these years. Selling was done by the proprietors until in 1906 the 
business was incorporated and one by one salesmen were added to the staff, 
the business done being strictly wholesale business except where farmers 
desired to buy in quantity for production purposes. 

This form of business continued through until the 1930’s when the plant 
patent law became effective. This caused our company and others to spend 
considerable more money on research and through this research it was possible 
to bring forth many new varieties of plants. This research, however, did not 
pay off. The cost of the research had to be applied to selling prices and we 
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soon learned that dealers and the public generally were very reluctant to take 
our new and unknown products at the increased prices. Consequently, we 
decided that if we were to recover our research cost, we would have to develop 
a new market. We would have to carry our product direct to the people. 

This was entered into in a small way when we published our first retail 
mail-order catalog. The results were electric and because of the manner in 
which we were able to put the knowledge of these new and improved things 
into the hands of the public the retail mail order end of our business became 
a prime outlet for our business. At the same time the “pull” of this develop- 
ment reflected itself in a very healthy increase in wholesale business, not only 
our own but that of our dealers and other nurserymen. 

On behalf of the National Mail Order Nurserymen’s Association I represent 
134 other mail-order nurserymen whose business is comparable to ours, although 
in many cases of less volume, whose catalogs you see spread before me. This 
is the type of material we are talking about and it is apparently the type of 
material the Postmaster General considers “junk,” and the businesses partici- 
pating in it not worthy of continued existence. I question that philosophy but 
before I get into that I would like to say a little bit more about the real service 
that the mail-order nurserymen pay to this country. 

Ever since I was knee high to a grasshopper, certainly as long as I can 
remember anything, people, and especially people in rural areas, have been 
served by this group of industrious farmers who placed their plants and seeds 
and horticultural material in their hands through the mail. There are thousands 
of areas in these United States where people cannot be served on many of 
these items except through the mails and this service has been profitable to 
the customers, to the mail-order nurserymen and to the U.S. Post Office Depart- 
ment. I have heretofore presented statistical information which irrefutably 
proved that at the rates even then in existence these businesses more than paid 
their way through the mails. That situation still exists. The Post Office 
Department makes a handsome profit upon the operation of these businesses 
and these statements have gone unchallenged by anyone connected with their 
cost ascertainment even though I have suggested open debate upon the subject. 

It would, therefore, be academic to take your time today to restate what has 
been said before except to make this statement—that at any time anyone in 
the Post Office Department cares to enter into an open debate on this subject 
before this committee I shall be very glad to cooperate and will make myself 
available at any time convenient. Now I would like to take up one point in 
particular that has been advanced by the Post Office Department for these 
postal rate increases. In their survey of postal rates date April 16, 1960, they 
refer to “Overall conclusions reached by McKinsey & Co.” which were stated 
in summary as follows: 

“Our examinations leads us to conclude that the proposed increases will have 
no substantial adverse effect on either mail patrons or the Department. We 
find that mail patrons can adjust to the new level of rates with little difficulty, 
and that the new rates will not significantly depress the volume of mail.” 

Well, I don’t know who McKinsey & Co. really are. Perhaps they are experts 
in their field but if they are talking about the field of the Mail Order Nursery- 
men’s Association they are way off base and there is no language that I can 
use with adequate firmness in disclaiming their statement. 

In our appearances here before it has been our contention that these terrific 
and unreasonable third-class mail increases are bound to wreck the mail-order 
business of these people. It has consistently been our contention that no busi- 
ness can stand such terrific increases in cost in the single most important item 
of their operating expense and that eventually these would result in the 
bankruptey of these businesses and consequently diminishing returns to the 
Post Office Department. The sad fact is that we have endeavored to recoup 
these increased costs through adding to selling prices. These increases have 
resulted in diminishing returns and in the effort to increase the returns ad- 
ditional promotions have been tried. 

These additional promotions have not been productive and although the Post 
Office Department may point to increased postage receipts from the mail-order 
nurserymen the mail-order nurserymen are being at this time actually faced 
with disaster and with red ink operations. 

I have within the past week conducted a survey of our membership and find 
that over 9 out of 10 expect to wind up with a loss this year. The reasons cited 
in all cases have been one or two or both of the following: (1) Increased costs; 


(2) market depression. 
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The major reason for the increased costs are quickly evident when it is 
noted that while the cost of living index has gone up 11.8 percent based on 
the relative purchasing power of the dollar since 1950, the postage increase 
applied to third-class mail based upon the piece rate has gone up 100 percent 
and if the present legislation holds to increase the piece rate to 24% percent 
July 1, this will then be an increase of 150 percent against the 11.8 percent 
of costs in general. 

What can be more destructive of morale and of business than to have to 
be confronted with these impossible burdens. If these business people faced 
increases that moved in line with the increases of the times that would be 
one thing and would perhaps be nonobjectionable but where they are loaded 
upon with the fierceness and suddenness advocated by the Postmaster General 
you may be sure that we heretofore predict that it means the death knell of 
many of these businesses. A few typical remarks in my survey have been as 
follows: 

From a midwestern company: “Sales off 15 percent.” 

From a northwest company: “Sales off 20 percent.” 

From a western company: “Sales off 22 percent and we don’t know how we 
are going to pay our bills.” 

From a lake-central company: “Sales off 18 percent.” 

From an eastern company: “Sales off 22 percent.” 

From a southern company: “Sales off 20 percent.” 

In the case of my company, Jackson & Perkins Co., we estimate that we 
may lose as much as $125,000 this year of which about $15,000 is due to the 
suddenness and unpredictable parcel post increase that was applied by the 
Postmaster General as of February 1, 1960. Since 1939, we have added about 
800 people to our payroll and most of that increase in employment has been 
due to our mail-order activities. I have stated heretofore that we have proved 
beyond any reasonable doubt that our mailings pay their way but even if we 
accept the Postmaster’s contention that they lose a penny on each piece, the 
U.S. Government would still be far out in front. I reasonably estimate that 
the income taxes of these employees and the company have averaged between 
$600,000 and $700,000 whereas the Postmaster General’s statement that one 
penny constitutes a subsidy upon each of our 20 million pieces, that would 
not amount to more than $200,000. If this then could be called a _ subsidy 
I would say that it is a sadly twisted interpretation of the word. The 
Government that can spend billions in causes that others may find more 
than justifiably questionable as to whether they are worth while, they should 
not put out of business those very ones that are paying the taxes that make 
those other things possible. 

I appeal sincerely and seriously to you gentlemen that the increase requested 
by the Postmaster General be not put into effect. 

Thank you for your attention. 


Mr. Guyer. I am Roy Guyer, controller, Jackson & Perkins Co. 
Our business started in 1873 as a partnership, and along about the 
turn of the century, as my statement will show, we got involved in 
rose bushes as a major activity. These pieces of mail that I have here, 
I want to hold up to show you. This is our catalog: this is our bulk 
piece. That weighs approximately 8 ounces, and it is our only sales- 
man. That is what brings in our business. These are our follow- 
ups and promotional material, the bulk-rate pieces that it is claimed 
that there is a considerable deficit incurred on. 

It has been brought out here in these hearings that all third-class 
mail creates a postal deficit. 

I am going to skip a lot of the historical information that I have 
here. However, I want to say that this is not the first time I have 
been before the Post Office Committee. I have been before you, Mr. 
Murray, and very nicely treated. I have been twice before the Senate 
committee. I have presented elaborate testimony to show and prove, 
which has never been refuted by anyone connected with the Post 
Office Department or Cost Ascertainment, that these nursery people 
pay their way through the mails, and in all classes of mail. 
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Therefore, I am here representing Jackson & Perkins Co. and also 
134 mail-order nurseries. This is a sample of what they put out 
[showing catalog]. They are pretty catalogs; they create business 
and enable people in many areas, who cannot be served otherwise with 
seeds, rose bushes, and plant material, to obtain them through the 
mails. It has been a historical service to the country. 

I do not want to go into any figures at all. I merely want to make 
this statement, however, and I would like to have more time sometime 
to do this, to confront someone connected with the Post Office Depart- 
ment or with Cost Ascertainment on this proposition that I have 
repeated here and have submitted proof of here before. 

Mr. Davis. Mr. Chairman, I want to ask the gentleman a question. 

The CuatrMan. Judge Davis. 

Mr. Davis. When do you want more time to make this presentation ¢ 

Mr. Guyer. Whenever they wish to confront me on the accuracy of 
my figures. 

The Cuatrman. All right, sir; you can come back tomorrow if you 
want to. 

Mr. Guyer. I cannot come back tomorrow. But I can come back 
at any other time that you want. 

Mr. Davis. What is it you want to come back and do? We have 
no jurisdiction to require anybody from the Post Office Department 
to come back. They have already presented their case, and I doubt 
if it would be feasible to have them come back just to appear here 
with you. Do you want time to answer what they have already said ? 

Mr. Guyer. Well, I have said this, that I would like to have them, 
if at any time they want to question the proof that we have submitted 
before. If you want to give me sufficient time to re-present it, I will 
be glad to come back; but I did not come prepared to do it today. 

Mr. Jonansen. Mr. Chairman. 

I am just as much interested as the witness in coming to grips with 
the issues here, and I respect his desire to have that. Does the pre- 
pared statement that he is submitting for the record contain the basic 
information and positions which relate to the issues that he feels 
he has with the Department ? 

Mr. Guyer. I have made a reference here to my previous testimony 
before these various committee, and I did not repeat all that testi- 
mony. I would have to have quite a book to do that. 

Mr. JoHansEN. The reason I was asking was, I wondered whether 
it would be helpful to ask the Department to comment by way of 
analysis or rebuttal on your position, and then if you do appear again, 
let you offer re-buttal, or any comments on their answer. 

Mr. Guyer. I would be glad to do that. 

If you want a quick summary of how we arrived at that, I would 
say that it is based upon the proposition that the nurseries through 
the creation of profitable mailing—and we take the Post Office figures 
as a starting point—pay their way through the mails and return a 
handsome profit to the Post Office Department. We are not here 


to say that someone does not pay, but we are here to say that we pay 
our way through the mails. 

Mr. JoHANSEN. What is your position, if you have one, on a first- 
class rate increase ? 

Mr. Guyer. My position on a first-class rate increase?’ You mean 
to 5 cents? 
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Mr. Jon#ansen. Yes. 

Mr. Guyer. We do not take a position on that strongly, because 
our first-class rate, in and of itself, is one of the lesser “elements | in 
our cost structure. I believe that first class should pay a higher per- 
centage than they have been charged with. 

Mr. JoHansen. Lam glad to hear that. 

Mr. Gross. On what basis? A preferred basis, or what ? 

Mr. Guyer. I think so, yes. 

The CuamrMman. What does your mailing amount to in dollars and 
cents 

Mr. Guyer. You are referring to our total postage bill / 

The CuarrMan. Yes, the total bill. 

Mr. Guyer. I will give you that right from the record here. 

Our postage last year was $1,148, 195. 

The CuatrmMan. How much of that constituted first-class mail / 

Mr. Guyer. There was first-class mail of $128,619. 

The Cuatrman. About 10 percent of your total bill 4 

Mr. Guyer. That is right. 

The CuarrMan. All right, sir. 

Mr. Guyer. This piece mail [showing paper] came to $280,550. I 
would be glad to give you the breakdown. 

The Cuamman. That is third-class mail ? 

Mr. Guyer. Yes. It takes the piece rate. 

Our catalog mail was $199,700; our bulk postage came to $44,267; 
and our parcel post, $387,900. 

Mr. Jouansen. Did I understand catalog costs were less than those 
individual piece mailings, the total cost / 

Mr. Guyer. Yes. 

Mr. JoHANsEN. Was that due to volume involved, or was it due to 
some rate factor ? 

Mr. Guyer. No; it is due to the volume involved. Of course, the 
rates would have something to do with it, too, because they vary. 

Mr. Jonansen. But I gathered it was a more advantageous rate 
with respect to the catalog than the others. That would not be the 
case, would it ? 

Mr. Guyer. Incidentally, I am glad you brought that up. My 
analysis of costs previously presented shows that the catalog pays a 
greater profit to the Post Office Department than any other class of 
mail for the reason that we estimate, and I can prove it, and it has not 
been denied, that this catalog right here pays the Post Office Depart- 
ment between 30 and 40 percent profit. 

Mr. Davis. Do you mean that pays more profit than first class. ? 

Mr. Guyer. Than our first-class mail / 

Mr. Davis. Yes. 

Mr. Guyer. I have not analyzed the costs. 

Mr. Davis. You made the statement that it paid more profit than 
any other class of mail. 

Mr. Guyer. That would be so. This catalog costs us 5 cents to mail, 
and our latest cost ascertainment, our own cost ascertainment, indi- 
cates that after adding considerable loading factors, it does not cost 
the Post Office Department more than about 3.72 cents to get it to our 
customers. 
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Mr. Jouansen. You say on your own cost ascertainment. What 
about the Department’s cost ascertainment 4 

Mr. Guyer. I have presented the complete detail. 

Mr, Jouansen. What I mean to say is, would that item show the 
profit in relationship to the Post Office Department’s cost ascertain- 
ment figures ? 

Mr. Guyer. No, it would not. It could not, because they use dif- 
ferent factors than we use. 

Mr. JouaNnsen. And your point goes to challenging those factors, is 
that it? 

Mr. Guyer. Yes. 

Mr. Jouansen. I am just trying to understand your position; I 
am not quarreling with you. 

Mr. Guyer. Yes, I challenge them. I have to do that, because 
when they figure the cost of certain classes of mail, they consider them 
across the board. They have no way and they do not analyze the 
different classes of mail within each class. So they will take so many 
pieces of mail that weigh maybe from an ounce to half a pound, or 
several pounds; they will average those out. So you get into the 
question of whether or not you have a greater cost on the half-pound 
piece in relationship to the real cost of the service, as against the 
ounce piece, 

Mr. Jowansen. Off the record, Mr. Chairman. 

(Discussion off the record.) 

The CuatrMan. You may proceed, Mr. Guyer. 

Mr. Guyer. There is one point I do want to read here. It is in 
regard to the conclusions that were reached on behalf of the Post 
Oftice Department by McKinsey & Co. The significant statement that 
they make is this: 

Our examination led us to conclude that the proposed increases will have no 
substantial adverse affect upon either mail patrons or the Department. We 
find that mail patrons can adjust to the new level of rates with little diffi- 
culty, and that the new rates will not significantly despress the volume of 
mail. 

Well, I do not know the McKinsey Co. Perhaps they are experts in 
their field; but I dispute that they are experts in the mail order 
nursery field. I cannot find language strong enough to say that they 
are wrong, if they are talking about this group of fellows who I am 
representing, including the Jackson & Perkins Co. 

I want to say this. It is our opinion, based upon observations, 
based upon my survey of these 134 members, that a lot of these fel- 
lows are going to go out of business. Some of them have gone out 
of business since that first increase that was put through last year. 

Mr. Davis. How many have gone out of business ? 

Mr. Guyer. That was the increase from a cent to a cent and a half. 

Mr. Davis. Could you tell us how many have gone out of business 4 

Mr. Guyer. There are 17 of our membership of 1956 who have gone 
out of business since that increase was put in. 

Mr. Jowansen. Is it directly and solely attributable to that 
increase ? 

Mr. Guyer. No, I cannot say that, sir. 

Mr. Davis. Well, did that play a major part in it? 
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Mr. Guyer. That would play a major part in it, most definitely, 
That is why I want to get to the next point, that this next increase is 
going to play an even more major part. 

I have talked, as I have said, with a lot of these catalog people, and 
asked them what their current situation was here. Nine out of ten of 
these fellows are telling me that they are going to wind up in the 
red. We know we are going to wind up in the red this year. 

You talked about a subsidy. I want to say that even though Jack- 
son & Perkins Co. have an average profit of less than 4 percent, they 
have paid an average of about $130,000 in income taxes a year. Our 
people who work for us pay an average of about $476,000 in income 
taxes. So you have a tax revenue to the Federal Government of be- 
tween $600,000 and $700,000. 

If we take the Postmaster’s own figures on this piece mailing, and I 
believe it is 1149 cents apiece he claims he loses, and apply to that our 
total number of pieces mailed on that one class, they could not lose more 
than $143,000. Relate that $143,000, which he is inclined to call a sub- 
sidy, to our some $600,000 or $700,000 that we are through our business 
activity, paying the Federal Government. 

As I stated before, we do not agree that they are losing anything 
like that on this piece of mail. 

On talking with the nurserymen as to why they are going into the 
red this year, I got two reasons. One was the increased costs of oper- 
ation, and the other the market depreciation. They either had one or 
two or both of those reasons. 

Mr. JoHansen. Thesecond was market depreciation ? 

Mr. Guyer. Market depreciation ; yes, sir. 

Mr. Davis. The market for your particular article, is that what you 
are talking about ? 

Mr. Guyer. Oh, yes, certainly. 

The You mean a decline in business / 

Mr. Guyer. I think you will find that business has been moving 
sideways in a good many lines. But why are the mail-order people 
taking itonthechin? Ithink that postal rates have a lot to do with it. 

I want to talk a second here about these rates that have already been 
applied. A major reason for the increase in costs of operation is, of 
course, the postal feature. Our postage costs, next to our labor, are 
the biggest single item of our operating cost. In 1955, it was 12.98 
percent of volume. Last year it was 16.14 percent. In other words, 
the rise in costs has been more than we have been able to offset in 
margin of profit. 

The Cuatrman. We will have to suspend. That is the second 
quorum call. If you wish to, you may come back tomorrow morning. 

Mr. George, you may come back tomorrow morning. 

Mr. Guyer. I could finish up in about 3 minutes. 

The CuHarrman. You will have to hurry up, then. We have to 
answer this quorum call. 

Mr. Guyer. On that point, since 1950, costs of living have gone up 
11.8 percent, and postage costs have gone up 150 percent—when this 
new rate goes into effect July 1. 

Mr. JoHaNnseN. Did you mention how much labor costs have gone 
up? 


= 
ag 
} 
— 
= : 
\ 
\ 


tely, 
Se is 


and 
n of 


ack- 
they 
Our 
ome 
be- 


nd I 

our 
nore 
sub- 
ness 


ung 


the 
per- 
e or 


vou 


‘ing 
»ple 
1 it. 
een 
. of 
are 
2.98 
rds, 
in 


ng. 


to 


up 


his 


POSTAL RATE REVISION 227 


Mr. Guyer. No; I said the cost of living, the general cost of living 
based upon economic news report of 

Mr. JoHanseN. Do you happen to have at hand the figure for the 
comparable figure, the increase in labor costs 

Mr. Guyer. No; they do not give that here. It is an after-all 
evaluation of dollars. 

Mr. JoHANSEN. I mean your own. 

Mr. Guyer. No, I do not have our own labor cost. I would be glad 
to send it in. 

The Cuatrman. All right, sir, you may send it in. 

Mr. Guyer. That is the trouble. We do not object to paying our 
way, and we feel we do, and know that we do. But when the Post- 
master General comes down here and loads us with a 150-percent 
increase in costs, when costs have actually gone up only 11.8 percent 
in the same period of time, he is butchering up this business. 

The Cuairman. We will have to quit and answer quorum call. 

Unless you are through, you may come back tomorrow morning. 

Mr. Guyer. I think I have covered the salient points here. 

The Cuatrman. Very well. Your entire statement will be in- 
cluded in the record in full, of course. 

Mr. Guyer. Very well. 

The Cuairman. The hearing will be recessed until 10 o’clock to- 
morrow morning. 

(Whereupon, at 12:20 p.m., the hearing recessed, to reconvene at 
10a.m., Friday, May 20, 1960.) 
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FRIDAY, MAY 20, 1960 


House oF REPRESENTATIVES, 
Com™MITTEE ON Post OFrFriIce AND CIVIL SERVICE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a.m., in room 215, 
House Office Building, Hon. Tom Murray (chairman of the com- 
mittee) presiding. 

The CuatrmMan. The committee will come to order. The hearing 
will be resumed on the various bills now before the committee re- 
garding postal rate increases. 

The first witness this morning is Mr. Verne Sullivan, assistant man- 
ager, Transportation and Communication Department of the U.S. 
Chamber of Commerce. 


STATEMENT OF VERNE R. SULLIVAN, CHAMBER OF COMMERCE OF 
THE UNITED STATES, WASHINGTON, D.C. 


Mr. Sutiivan. My name is Verne R. Sullivan. I appear on behalf 
of the chamber of commerce of the United States. My position with 
the chamber is assistant manager of its transportation and communica- 
tion department, and, in that capacity, I have served as secretary of 
its advisory panel on postal rates. 

Without attempting to pass upon specific rates proposed for par- 
ticular classes of mail, the chamber supports the objective of H.R. 
11140 and H.R. 11360, which is to preclude an anticipated postal 
deficit of over $550 million for the coming fiscal year. 

This position is based upon careful study by chamber committees 
extending over several years, starting with the creation of an advisory 
panel on postal rates in 1955. The financial situation in the postal 
service has been reviewed regularly since that time by standing com- 
mittees of the chamber, its board of directors, and its membership. 
Early in our studies it became apparent that the developing of precise 
rates involves technical and special knowledge and analysis as to make 
it impracticable for us to ask our members to deal with specific rates. 
We have, therefore, confined our recommendations to principles that 
we believe should be followed in the making of postal rates. 

Briefly, it is the viewpoint of the business community as represented 
by the chamber that: The postal service is fundamentally a public 
service but it should be operated on a nonprofit, self-supporting basis; 
rates should be set at levels which yield total revenues approximately 
equal to total expenses, less deduction for special rate concessions 
granted by Congress to certain groups of mailers and free services 
which are appropriated for separately; and the following factors 
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should be taken into consideration in setting rates on the various 
classes of mail: The cost of providing the service; such factors as 
preferment and deferment given the various classes of mail; and the 
value of the service to the mail user. 

Generally, it appears that Congress has followed such a ratemaking 
formula in fixing postal rates, and these principles are among those 
set. forth in the Postal Policy Act of 1958. However, we find onr- 
selves again faced with an annual postal deficit of over half a billion 
dollars. Large deficits over the past 15 years have been a matter of 
serious concern to our membership. 


THE POSTAL DEFICIT 


In the postwar period, postal deficits rose by $6.8 billion, an amount 
which was vied to the national debt. Services provided by the 
postal establishment are readily identifiable as to individual users 
and the extent of individual use is accurately measurable. Conse- 
quently it is a Government service that should be paid for by those 
who use it. There is no valid reason why the operation of the postal 
service should add to our already enormous national debt, and con- 
tinue to be a burden on the general taxpayer. This service should be 
priced so that this deficit can be eliminated as soon as practicable. 


PUBLIC SERVICE PAYMENTS 


The deficit for the coming fiscal year is now estimated at $554 
nillion, excluding deductions for certain public services for which 
the Post Office is reimbursed annually out of general tax revenues. 
Some feel that this deficit should be reduced through further pay- 
ments from the general Treasury rather than be charged against mail 
users. The chamber does not agree. 

The Postal Policy Act of 1958 calls for deductions for the “loss” 
(1) incurred in performing special services such as cash on delivery, 
insured mail, special delivery, and money orders, and (2) resulting 
from the operation of the star route system and the smaller third- 
and fourth-class post offices. 

As to special services, we believe that they should be priced so as 
to bring in the maximum amount of revenue consistent with their 
essential use. They are accessorial to the main function of the Post 
Office. They may or may not be able to pay their way, but they are 
necessary services that round out a complete postal service. 

As to the second category—star routes and third- and fourth-class 
post offices—we believe that it is impractical and illogical to attempt 
to carve out any segment of the unified system and say that it does 
not pay its way and therefore should be maintained as a public benefit 
item. 

Third- and fourth-class offices are so designated according to the 
amount of revenue they produce by selling stamps. No consideration 
is given to the amount of mail they handle for which other originating 
offices are given credit. Star routes are used principally for the 
transportation of mail between post offices and the cost of this oper- 


ation should be treated the same as 11 other mail transportation 
expense. 
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The chamber believes these services should be charged to the users 
of the mails and not the general taxpayer. They are inseparably an 
integral part of our nationwide postal system. Availability of the 
entire network is essential to those using the service, and particularly 
is this true of large users who wish to reach prospective customers in 
all parts of the country. The city dweller who sends mail to the 
smaller communities is just as much the beneficiary of service to the 
small offices as the addressee. And the system as a whole should logi- 
cally stand the costs of the entire route structure. 

For the past 2 years the Appropriations Committees of the House 
and the Senate have agreed that no funds should be taken from the 
General Treasury to cover these items. However, we urge that this 
committee initiate action that will eliminate permanently special serv- 
ices and third- and fourth-class post oflices and star routes from the 
public service category by repealing section 104 (2) and (4) of the 
Postal Policy Act of 1958. 


SECOND-CLASS MAIL 


In our study of this subject we have found certain confusion and 
inequities in second-class mail rates to which we would like to call 
the committee’s attention. 

Second class is made up principally of magazines, newspapers, and 
newsletters and normally is charged on a per-pound rate. The number 
of pieces per pound varies considerably, and the number of pieces 
determines the amount of time and number of handlings required to 
process a mailing in a post office. Yet, the majority of publications are 
charged the same rates per pound, unless a minimum charge of three- 
eighths cent per piece will produce more revenue. 

For example, 4 copies of a magazine weighing 8 ounces and 25 4-page 
newsletters are handled for the same amount. The true cost of han- 
dling the 25 newsletters is many times the true cost of handling 4 
magazines, yet the revenue to the Post Office is the same for both. 

Further confusion results from the face that newsletters, news 
magazines, and newspapers are given “newspaper treatment,” which 
is an expedited service that is not given most magazines. This also 
should be taken into consideration in fixing rates for second-class mail. 

Inequities also result from a variety of free-in-county and nominal- 
rate-per-pound categories within second class which have grown up 
over the years and now produce a sizable workload for the Department 
without adequate compensation. 

H.R. 11140 and H.R. 11360 propose a handling charge on each piece 
of second-class mail. This does not seem to be a sound cure for the 
difference now existing between the revenue received from heavier- 
per-piece second-class mailings and lighter-per-piece second-class mail- 
ings compared with the cost of handling each. Such a flat charge 
per piece, regardless of weight or present revenue per piece, does not 
take into consideration the difference in the cost of servicing a pound 
of the heavier magazines as compared with a pound of lighter 
newsletters. 

It would seem better, therefore, to require that an adequate minimum 
per piece charge be established for all second-class mail. Such a 
charge would be more consistent with the cost-of-service concept and 
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should eliminate some serious and confusing inequities in the second- 
class rate structure. 

At the same time, the second-class rate should reflect the difference 
in service-accorded various types of publications. Where a publica- 
tion requests and receives accelerated service, it should pay accord- 
ingly, and where it receives normal deferred service, it should pay less, 

Once adequate minimum rates are established and recognition is 
given in the rate scale to whether a publication is accorded preferred 
or normal second-class treatment, then rates can be established that 
will assure that second-class as a whole will pay its proper share of the 
cost of the postal service. The research needed to carry out these 
recommendations has already been done and is available in the Post 
Office Department’s recent “Survey of Postal Rates” (April 15, 1960), 
Therefore, their adoption should not delay the legislation now under 
consideration. 


DISSEMINATION OF INFORMATION, EDUCATION, AND CULTURE 


It also has been suggested that the 1958 act implies that second-class 
mail should receive a discount to reflect the value of publications in the 
dissemination of information and the advancement of education and 
culture. We do not read this intent into the act, and we are at a loss 
to understand how such a concession could be fairly applied. 

Such a discount would have to be some flat, arbitrary percentage 
applied to all second-class mail. This would be unrealistic. We all 
know of periodicals that we feel are really worthwhile and should be as 
widely read as possible. I am sure we also know of others that we 
would not put in that category. But here personal tastes are involved. 
How any postal official or any committee of Congress could differenti- 
ate between them or write a regulation covering them fairly from the 
public service standpoint I would not attempt to say. I believe it 
impossible. 

We urge, therefore, that no attempt be made to evaluate or to fix 
postal rates on the basis of the value of publications in the dissemina- 
tion of information and the advancement of education and culture. 


EFFICIENCY AND ECONOMY 


Now, a word about efficiency and economy in the postal service. 

Our members feel that postal revenues should approximate postal 
expenses. But in taking this position they assume a service that is 
efficient and economical. 

The need for maximum effort to avoid waste is emphasized by the 
large annual gross expenditure of the Post Office Department, now at 
about a $4 billion level. In the expenditure of such a large amount 
there is widespread opportunity for waste. 

The Department points out that the development of the rural and 
star route delivery systems, advances in transportation methods and 
the improvement of roads have made possible the discontinuance of 
a large number of unnecessary fourth-class post offices. It states that 
over 550 independent offices, with annual operating expenses of ap- 
proximately $925,000 were discontinued in 1959 and rural delivery 
service substituted for them. 
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It also points out that in the period from 1953 to 1959 mail volume 
increased more than 20 percent but that it was able to handle this 
substantially heavier workload with a manpower increase of less than 
8 percent, most of which resulted from an enlarged carrier service 
required to serve a growing population and expansion of suburban 
areas. 

The Department should receive every encouragement to vigorously 
continue these efforts to achieve efficiency and economy in the postal 
service. 

Probably the greatest need of the Post Office in the interest of effi- 
ciency and economy is to expedite the modernization of methods and 
plant. A start has been made, but only a start. With nearly 40,000 
post offices, many of them with branch offices, the job is of major pro- 
portions and will involve a great deal of money. I know of no better 
way to assure provision for improved plant and handling facilities, 
however, than to place the service on a self-supporting basis. 

With this in mind I should like to refer for a moment to a deficiency 
in the postal modernization fund, established in the 1958 act to develop, 
acquire and put into operation improved equipment and facilities. 
Appropriations are made annually to maintain the fund. 

While these are capital investment funds, they are now charged in 
their entirety to postal expenditures for the year in which they are 
appropriated. This has the effect of increasing the allocated expense 
of handling the various classes of mail by about $80 million annually. 

Since these are capital expenditures, they should be amortized over 
the contemplated life of the new equipment and facilities, and only the 
annual principal and interest payments charged for any one year. 

We urge that this committee initiate the required changes in the 
1958 act to correct this situation. 


SUMMARY 


Summarizing, the national chamber endorses H.R. 11140 and H.R. 
11360 in principle without attempting to pass upon specific rates pro- 
posed for particular classes of mail, but it further urges that : 

Rather than the flat handling charge per piece proposed for second- 
class mail, an adequate minimum charge per piece should be estab- 
lished for all publications, which would be more consistent with the 
cost-of-service concept. 

Preferment and deferment in service accorded the various types 
of publications in second-class mail should be given consideration in 
fixing rates. 

The value of publications in the dissemination of information and 
the advancement of education and culture should not be a factor in 
ratemaking. 

The Postal Policy Act of 1958 should be amended to make it clear 
that capital expenditures from the postal modernization fund should 
be amortized over the expected life of the improvement. 

Every encouragement should be given the Post Office Department 
to continue its efforts to achieve efficiency and economy in the postal 
service. 

In conclusion, I should like to point out that the revenue needs of 
the postal service as presented to you by the Department are based 
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upon an anticipated deficit of $554 million. Your committee has 
just approved a salary increase for postal workers that will add 
approximately $270 million a year to postal expenses. If this in- 
crease is approved, we urge that you take it into consideration in the 
rate bill you report. This would only be consistent with the pro- 
vision of the Postal Policy Act which requires adjustment of rates 
so as— 

to produce the amount of revenue approximately equal to the total cost of oper- 
ating the postal establishment less an amount deemed attributable to public 
services * * *. 

Thank you, Mr. Chairman. 

The Cuatrman. I wish to compliment you upon your fine statement, 

I am glad that the chamber of commerce of the United States is 
still taking a position that the postal deficit should not be allowed to 
activate an increase every year and that the Postal Establishment 
should pay its way and the rates should be adequate to cover the cost 
of operation of the Department. 

Mr. Suttivan. That is correct. 

Mr. Rees. I join the chairman in expressing appreciation for your 
statement. 

Mr. Sutiivan. Thank you. 

Mr. Pees. What is your policy with respect to other spending for 
public service by the Federal Government? What is the policy of 
the chamber of commerce / 

Mr. Suttivan. Public service in the postal department has a cer- 
tain connotation. I am afraid I don’t understand your question. 

Mr. Gross. I am pleased that you emphasize the fact that the Post 
Office Department is a public service. We have many other public 
services in the Federal Government. Do you know of any other 
where a charge for the service performed comes as near the Post Office 
Department in paying its way ? 

Mr. Sutiivan. The postal service is different from the other depart- 
ments of the Government, we feel. The services of the postal Depart- 
ment are identifiable as to the individual that uses them and the extent 
to which he uses them is accurately measurable. That is not the 
situation in the case of the other departments of the Government. 
For instance, the Department of Agriculture. It may have some 
identifiable services. Our policy is that where those services are 
identifiable to an individual, they should be charged for. 

Mr. Gross. Let us get back to the original question. Do you thmk 
the Federal Government should be on a basis of pay as you go in the 
service it provides to its people in all aspects ¢ 

Mr. Suitiivan. We would like to see the budget balanced every year, 
Mr. Gross; yes. 

Mr. Gross. Then would you like to go along with some of us in Con- 
gress in cutting, for instance, the foreign aid bill, or do you advocate 
increasing taxes to take care of that and other services? 

Mr. Sutiivan. On the foreign aid I will have to say that I am not 
a specialist, Mr. Gross, but generally the chamber of commerce 
belheves— 

Mr. Gross. You take anything you want by way of expenditure. Do 
you think the Federal Government should levy taxes to take care of 
its expenditures ? 
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Mr. Sutiivan. We are certainly in favor of economy in every de- 
partment of the Government. 

Mr. Gross. That is not the question. Do you think we ought to 
increase the taxes to take care of the spending ? 

Mr. Sutiivan. We think the spending should be cut and the taxes 
tailored to the spending. 

Mr. Gross. I agree with you. 

Mr. We have so recommended. 

Mr. Gross. Do you agree that we ought to increase taxes to take care 
of the spending ? 

Mr. Sutiivan. We are in favor of a balanced budget for the Federal 
Government. If you are going to spend you are going to have to 
tax. In the Post Office Department we are talking about a user 
charge. The Chamber feels that user charges should be applied to 
Government-provided services and facilities wherever they are identi- 
fiable as to the beneficiary. 

Mr. Gross. You have not said anything about the first-class rate. 

Mr. Suuiivan. I didn’t discuss any of the classes other than the in- 
equities in the second class, but I would like to do so. 

Mr. Gross. I would like to hear your views on first class. Would 
you increase first class ? 

' Mr. Sutiivan. At the present time first class is paying 111 per- 
cent of its cost of service. It is a premium service. It gets priority 
and it should pay for more than its cost of service. How high that 

ercentage should go I am not prepared to say because our members 
1 not passed upon it. It is a direct communication from the 
sender to the addressee. Third class is a similar type of communi- 
cation. It isa direct communication from the sender to the addressee. 

Third class gets a deferred service. By deferred we mean that 
it is handled after first class. So the third-class rate should be 
related to the first-class rate. That may mean it should pay more 
than its cost. of service or less than its cost of service or 100 percent of 
its cost of service. 

At the present time I understand that rates that are scheduled to 
go into effect will make third class pay 77 percent of its allocated 
cost. That may or may not be enough. 

In second class you have the complex situation I have referred to. 
I think that should be straightened out first. Then, if it is needed, 
after you get the revenue resulting from the adjustments, second class 
should also be increased until total postal revenues are paying 
expenses. 

Mr. Gross. What about third class? 

Mr. Sutirivan. Third class is a direct communication from the 
sender to the addressee. It is different than a second-class mailing 
because the second-class recipient can read it or not read it. But if 
he opens a piece of third-class mail, the mailer will have his message 
before him in just the way he wants him to receive it. 

Mr. Gross. There are specific provisions for increases in this bill. 

Mr. Yes. 

Mr. Gross. Are you for this bill? Are you for these increases as 
specified in the bill as they relate to all the categories in the bill? 

Mr. Sutuivan. We are in favor of the bill in principle. We under- 
stand that its purpose is to balance the postal Department’s budget. 
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We have not passed upon the specific rates because our members 
are not in position to do it. We have 2,700 chambers of commerce 
and about 600 trade associations. We could not expect them to pass 
upon specific rates, and, therefore, I am unable to give you an opinion 
from the chamber. 

Mr. Gross. I believe it is on page 4 of your statement where you 
talk about expedited service that is not given most magazines. What 
magazines are not given expedited service ? 

Mr. Sutnivan. The only magazines that are given expedited service 
are those that have a so-called news value. They must prove their 
news value, and then they are given what is called newspaper treat- 
ment, which is an accelerated service. I understand that 50 percent 
of second class is given normal deferred second-class treatment. 

Mr. Gross. Would you say, for instance, that Life magazine is one 
of those that is not given expedited service or is given expedited 
service 

Mr. Sutxivan. I am not familiar with Life magazine as to that, 
sir. I can tell you about our own magazine Nation’s Business. It 
is not given accelerated service. It is a monthly magazine. 

Mr. Gross. It has no news value? 

Mr. Suniivan. Apparently not. It contains feature stories, which 
do not qualify as news. 

Mr. Gross. On page 6 you say: 

We urge, therefore, that no attempt be made to evaluate or to fix postal rates 
on the basis of the value of publications in the dissemination of information and 
the advancement of education and culture. 

Would you strike out the preferential treatment given to nonprofit 
publications? Is that what you are trying to say there ? 

Mr. Suutiivan. That is not what I was trying to say. But I could 
answer that question, too. 

What I am trying to say here is that it is impossible to determine 
or set any value upon the dissemination of information and education 
and culture by second-class publications. You would have to take 
each one by itself, and somebody would have to evaluate it. That 
seems to us to be an impractical thing to try to do. Therefore, we 
recommend that it not be considered in postal ratemaking and not 
be a ratemaking factor. It is just too vague. 

Now as to the exempt organizations, such as nonprofit, religious, 
educational, labor, philanthropic, and so forth, they have been getting 
special treatment in the last two postal rate bills. The special treat- 
ment is continued in this rate bill. 

The position of the chamber is that the amount of revenue forgone 
by rate concessions to these groups of organizations should be plainly 
shown, and the Congress should appropriate to the Department 
enough money to make up the difference in what they would have 
gotten at the regular rate and what they get at the concession rate. 

Mr. Gross. That is all. 

The CrHairman. Mr. Lesinski. 

Mr. Lestysxr. I am glad to have your views, Mr. Sullivan. 

On page 2 you say that the revenue should be sufficient to cover 
the full expense, and with regard to the concessions which you mention 
there and so forth. 

The point I believe you are making, which is the same point I am 
trying to determine here— 
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Supposing we in this committee find that all these special services, 
such as free-in-county, rural free delivery, concessions to the labor 
and nonprofit groups, equal to the loss in the so-called Post Office 
Department’s revenues; therefore we will need an increase of first- 
class mailing rate. 

Mr. Sutuivan. Increase in what rate / 

Mr. Lestnskt. First class. 

Mr. Sunsivan. We recommend that you do away with the free 
service. 

As far as the nominal rate services are concerned, the 1-cent-a-pound 
services, that you increase those rates. 

Mr. Lestnski. You are saying that for those losses the rate should 
be increased ? 

Mr. Suiivan. Yes. 

I would like to differentiate there between the cost of service and the 
revenue that they should produce. If they are getting a deferred 
type of service and if you believe that publications are not of the same 
character as the direct communications such as we have in the first- and 
third-class mail, then some concessions could be made in the rate for 
that purpose. But they should pay on the basis of their cost of serv- 
ice and the type of service they receive. And we add another factor, 
the value of the service to the user. By that we mean that you can’t 
price them out of the market. That should not be done. — 

Mr. Lesinsxt. On the other hand, Mr. Sullivan, if Congress still 
determines that certain people should get special concessions, then 
Congress should appropriate the full amount to the Department ‘ 

Mr. Suuutivan. The revenue forgone the Congress should appro- 
priate directly to the Department and not make it a charge on other 
mail users. 

Mr. Lesinski. Thank you. 

Mr. Jonansen. Do I understand your testimony that you are not 
making any recommendation as to a specific increase in any of the 
three classes ? 

Mr. Sutrtvan. That is right. We are not in a position to do that. 
However, we are trying to set down certain principles that we hope 
you will follow in making the rates. 

Mr. Jonansen. I can understand that position with respect to the 
second and third classes because of the complexities that are involved, 

I am frank to say I don’t understand and I am disappointed in the 
lack of endorsement of the first-class increase at least 1 cent for the 
first half ounce or first ounce. Are you aware that if there is to be any 
substantial contribution to the elimination of the deficit it is going to 
have to come, perforce, through the increase in the first-class rate 

Mr. Suttivan. To a large extent, yes. 

Mr. Jouansen. There can be no substantial reduction of the deficit 
if it is to be done through rate increases unless there is the first-class 
rate increase. 

Mr. Sutuivan. I would agree with that. 

Mr. Jouansen. So it would seem to me—and I appreciate very 
much the testimony and I appreciate very much the general princi- 
ples that have been outlined—it is unfortunate that it will take some- 
thing a little harder than general principles to grapple successfully 
with this deficit problem. 
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The first and hardest fact of all is that it will have to come in the 
way of an increase of first-class rates, it seems to me. 

Mr. Sutiivan. If we were not going to ask our members to pass 
on all classes of rates, we didn’t feel we should ask them to pass only 
on the first-class rate. 

Mr. Jowansen. I hope next year when we come back to consider- 
ing the increase to the 5 cents—because we are not going to get it this 
year, and we might just as well face up to the fact—this is the year 
that we vote increased expenditures. This is not the year we vote to 
pay for them. 

Mr. Porrer. Mr. Sullivan, you are here today representing the 
U.S. Chamber of Commerce? 

Mr. SuLLIVAN. Yes, sir. 

Mr. Porrer. Do you have any knowledge of the position of indi- 
vidual chambers of commerce around the country ? 

Mr. Sutuivan. Our position is established by majority vote. 

Mr. Porrer. Of whom ? 

Mr. Sutxtvan. Of chambers of commerce and trade associations 
that are members of the national chamber. There are about 2,700 
chambers of commerce and about 600 trade associations. 

Mr. Porrer. On this matter of increasing postal rates, what per- 
centage of your membership is in favor of it ? 

Mr. Sutuivan. We did not get that position by referendum. So 
we have no count. We got it in annual meeting where the delegates 
come and vote. This has been voted for the past 6 years. 

Mr. Porrer. By what majority ? 

Mr. Sutiivan. Unanimously by those attending the meeting. 

Mr. Porrer. How many members attended ? 

Mr. Suuuivan. I would say that there were about 750 delegates. 
I can’t tell you the number of delegates in the total membership 
because it varies according to the size of the organization. 

Mr. Porrer. We have had a good many businessmen appear before 
this committee this year and previous years, and I am sure most of 
them are members of the chamber of commerce and have been very 
much opposed to rate increases. I assume that many of your mem- 
bers do not approve rate increases. 

Mr. Sutxivan. We recognize that some of them do not. 

Mr. Porrer. Coming back to this first-class-rate increase, would 
you be in favor of a first-class-rate increase to overcome the deficit, 
whether or not it could be justified ? 

Mr. Sutuivan. We think that the Post Office Department revenues 
should equal expenses. If they do not, a rate increase is justified. 

Mr. Porter. Are you in favor of a first-class-rate increase ? 

Mr. Sututvan. I think in view of the existing postal financial situ- 
ation, I am in favor of increasing rates in all classes of mail. 

Mr. Porter. Whether or not they can be justified in terms of the 
service given to the user ? 

Mr. Sunutvan. No, I wouldn’t say that, Mr. Porter. I think they 
can be justified. 

Mr. Porter. But you want them justified ? 

Mr. Sutrivan. Certainly. 

Mr. Porter. Do you believe that the Department of Agriculture 
should charge for the free pamphlets that they send out now? 
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Mr. Suuiivan. I haven’t considered that specifically. 

Mr. Porter. Just on principle. 

Mr. Sutiivan. As a general principle, we think that any identifi- 
able service of government, identifiable as to the beneficiary, should 
becharged for. The charges should cover the cost. 

Mr. Porrer. When something is a public service, such as the Army 
and Navy, we get that out of general taxation. 

Mr. Suriivan. I don’t see how we could identify the individual 
beneficiary of the Army or the Navy. 

Mr. Porrer. Then going to your first principle here, the postal 
service is fundamentally a public service but it should be operated on 
a nonprofit, self-supporting basis. To the extent that it is a public 
service, the general fund should pay for it. Is that not correct, speak- 
ing in terms of principle? 

Mr. Suntuivan. We don’t make that distinction. We say certainly 
the postal service is a public service. The service is public. 

Mr. Gross. Would the gentleman yield ? 

Mr. Porter. Yes. 

Mr. Gross. Why isn’t the Army and Navy a public service ? 

Mr. Suuyivan. They are. 

Mr. Gross. I thought you said they were not an identifiable public 
service. 

Mr. Sutnivan. They were not identifiable as to the individual bene- 
ficiary. They are a public service to the entire Nation. Therefore, 
they should be paid for through taxation. 

I make the distinction that the postal service is not of that charac- 
ter. Itis identifiable as to the individual user. 

Mr. Porter. I yield to Mr. Irwin. 

Mr. Irwin. Do you feel that the Post Office is part of our system 
of communication. 

Mr. SuLiivan. Yes, sir. 

Mr. Irwin. Do you think, as such, it has a value as a public service 
without regard to payment? That is, their function is to communi- 
cate and deliver mail, and, therefore, maybe the Government has an 
interest and people should be able to do this with ease ¢ 

Mr. Sutiivan. I think the Government has such an interest. But 
I can’t agree with your statement that because it is a communication 
instrumentality run by the government that it is a public service and 
should be paid for by the taxpayer. 

Mr. Irwry. You don’t think so? 

Mr. Sutiivan. No. 

Mr. Irwin. How about radio and television? Here are two areas 
where the Government has some regulatory controls over and which 
certain interests derive an awful lot of profit from. Do you think the 
Government should charge them for the use of radio and TV waves? 

Mr. Sutuivan. No, we have not come to that conclusion. 

Mr. Irwin. Why not? 

Mr. Sutiivan. There are certain things in the public domain that 
must be regulated by the Federal Government. For instance, in the 
radio and television field there are a limited number of frequencies 
that are used by those companies, That is the only reason why the 
Federal Government should be in that picture at all. 
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Mr. Irwry. These groups derive tremendous profits from these air- 
waves, don’t they ? 

Mr. Suuiivan. IL assume they derive profits. 

Mr. Irwin. Tremendous. Don’t you know this? 

Mr. Sutxivan. I can’t make a relative statement to that effect. 

Mr. Irwin. It seems to me there is a great similarity between the 
Post Office handling magazines and the Government regulating the 
use of airwaves. Both areas are very, very similar. They both use 
advertising. They both have stories to tell or news to report. 

Mr. Sutxivan. I don’t get the connection. 

Mr. Irwin. You don’t see the similarity at all? 

Mr. Sutiivan. No. 

Mr. Irwin. I guess we will not make much progress. 

Mr. Porrer. Mr. Sullivan, would you subscribe to the proposition 
that the users of the mail should pay for the service they receive except 
to the extent that Congress decides they should not, and with due re- 
gard in terms of increases to the impact of whatever increases are 
made? 

Mr. Sunxivan. Starting with the last part first, the only value of a 
study of the impact in our formula is to determine whether or not you 
are going to price yourself out of the market. 

Mr. Porter. That is important, is it not # 

Mr. Sutiivan. That is important, yes, sir. 

Mr. Porter. The user paying for the service he gets. You are with 
me there? 

Mr. Sutrivan. Yes, sir. 

Mr. Porrer. You are also with me that the Congress here should 
decide what is public service? It is up to us to decide, representing 
the people of the United States, what 1s a public service, and taking 
into account opinions of people like yourself ? 

Mr. Sutzivan. I was going to add that, Mr. Porter. We would like 
to help you. 

Mr. Porrer. That is what I am trying to get at. You say the Post 
Office is fundamentally a public service but it should be operated on a 
nonprofit, self-supporting basis. You could substitute for the postal 
service there the Army, Navy, and the Air Force as fundamentally a 
public service and should be operated on a nonprofit, self-supporting 
basis. 

Mr. Sutuivan. No; it would not be self-supporting. I don’t see 
how the Army or Navy could support itself. 

Mr. Porter. Not froma practical basis. 

Mr. Sutuivan. No. 

Mr. Porter. There are identifiable services, of course. 

Mr. Yes. 

Mr. Porrer. But there is also a public service function of the Post 
Oflice beyond free mail, free-in-county for local newspapers, free mail 
to the blind and things of that sort. That is the point that Mr. Irwin 
was making. The Post Office, since it was started, has had a public 
service aspect to it because we believe that communication in a democ- 
racy is fundamental. Therefore, we thought, generally speaking, im- 
proving communications is worthwhile and the Congress has appar- 
ently thought so because we have allowed second class to get along on 
paying far less than its identifiable costs. 
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Mr. Sutnivan. We think, of course, that the Post Office was started 
asa public service. We think the times have changed a great deal since 
those days. 

Mr. Porrrr. Do you agree with the Postmaster General, and ap- 
parently you do, that his computation of the deficit for the coming fiscal 
year is about a half-billion dollars ¢ 

Mr. Sutiivan. We have accepted the cost ascertainment figures; 
yes. Weare not ina position to make such a determination of our own. 
" Mr. Porter. You have accepted them, Have you examined the 
basis for them ? 

Mr. Sunnivan. Yes. 

Mr. Porrer. You feel that it is sufficient ? 

Mr. Yes. 

Mr. Porrrr. Mr. Summerfield was a member of your board of di- 
rectors, was he not, not long ago ? 

Mr. Surnivan. Notas faras I know. 

Mr. Porrer. | understand he was. 

Is his son a member of your board of directors ? 

Mr. Sutaivan. No, sir. Neither Mr. Summerfield nor his son has 
been a member of the chamber’s board of directors. 

Mr. Porrer. Then you are influenced entirely by the merits 4 

Mr. Certainly. 

[ don’t make this policy. We have a committee of businessmen 
who recommend it and the membership votes upon it. 

Mr. Porrer. My remarks are somewhat facetious about Mr. Sum- 
merfield’s influence on the members of the chamber. 

You say in your testimony that the third- and fourth-class post 
offices, it is impractical to attempt to carve out any segment of a 
unified system, and say it cannot pay its way and therefore should be 
maintained as a public benefit item. 

Are you a businessman, Mr. Sullivan ? 

Mr. Sutrivan. I don’t operate my own business. I am a staff 
member of the U.S. Chamber. 

Mr. Porrer. Have you had experience in operating a business? 

Mr. Sutiivan. Not my own business. 

Mr. Porter. I take it you know a few businessmen. 

Mr. Yes. 

Mr. Porrer. You are aware of how businessmen think about profit 
and loss? 

Mr. Sutiivan. Yes. 

Mr. Porrer. Project vourself; if you were a businessman and you 
were running the Post Office as a private enterprise, do you think it 
would be in your interest to keep open the third- and fourth-class 
offices ? 

Mr. Sutrivan. If I were required to run a national post office sys- 
tem, that is one of the things I would have to do whether I wanted 
to do it or not. 

Mr. Porter. As a public service? 

Mr. Sctiivan. No; not a public service. When you are providing 
a service and you are charging for it you have to make your service 
cover the territory that it should. The postal system should cover 
the Nation. 
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Mr. Porter. But where you have a monopoly, and I am assuming 
you have here—— 

Mr. Sutiivan. We have only in the first-class mail. 

Mr. Porter. Then you would have to have these offices out in remote 
places where they themselves, on their own balance sheets, certainly 
don’t pay their way and they are a drag on the entire system. You 
would still maintain them in every suburb the way we do now. Do 
you think that would add to the profit you would rack up every year 
and show your stockholders? 

Mr. Sutxivan. I would not maintain them any place that I could 
serve the customers in any more economical way. 

Mr. Porrer. You are talking about service to customers. I am 
talking about profits to stockholders. That is the kind of thinking 
that I see in your statement here, making this a profitmaking enter- 
prise rather than losing money. 

The Cuatrman. He has not said that. He has not said that the 
Post Office Department should be operated at a profit. 

Mr. Porrer. He wants it to stop operating at a deficnit. So I 
assume he would like to have it operate at least at a profit. 

The Cuareman. I don’t think so. 

Mr. Sutiivan. No. 

Mr. Porter. All right. 

You would like to have it break even. You are thinking of it as 
a business enterprise instead of a public service. 

Mr. Sutiivan. No; not asa business enterprise. We think it should 
be run in a businesslike manner. We think it is a public service, but 
it should be operated on a nonprofit, self-supporting basis. 

Mr. Porter. I yield to Mr. Irwin. 

Mr, Irwin. I am confused. Earlier you said that it was started 
as a public service and times have changed. Where have times 
changed that it should still be called a public service but it should be 
dealt with differently ? 

Mr. Suttivan. I am sure you know when the Post Office was first 
started in this country communication was very difficult. Today 
communication is not difficult. It is very easy. 

Mr. Porter. It may be somewhat expensive, though. 

Mr. Irwin. Let me point out that the Post Office is still the only way 
you can communicate for small magazines. Do you think we should 
encourage small magazines rather than big ones? They still have a 
time communicating. 

Mr. Sutxivan. I don’t understand your question. 

Mr. Irwin. You don’t think that they don’t need the Post Office’s 
services, the kind of post office we had when they first started. You 
don’t think our public needs those services now any more? 

Mr. Sutuivan. I think a magazine is in business. It should use any 
way it can to get its product to its customers. 

Mr. Irwry. How about back in the old days when the Post Office 
a — do you think that same philosophy should have pre- 
vauled ¢ 

Mr. Sutiivan. We didn’t have the same situation then. 

Mr. Irwin. Did we have methods of magazines to get around the 
country ? 
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Mr. Sutxivan. I presume so. The distances were great, the cus- 
tomers were few and scattered. The situation is entirely different 
today. 

Mr. Irwin. How is it fundamentally different ? 

Mr. Sutiivan. Just that way. 

Mr. Irwin. In what way ? 

Mr. Sutrrvan. The distances were great, the people were scattered. 

Mr. Irwin. You still have to get from one point to another, don’t 

ou? 

Mr. Sutrrvan. Yes. 

Mr. Irwin. That is right. You don’t think it is important that the 
Post Office will fill a function any more ? 

Mr. Sutxivan. Certainly I think it is important that the Post 
Office fulfills its functions. 

Mr. Irwin. In what way have we changed ? 

Mr. Sutrivan. I am sorry, Congressman. I don’t think I can 
answer your question. 

Mr. Irwrn. I insist that he answer it because you said it is dif- 
ferent, that we have to change it. Having asserted that, I want you 
to spell it out to me. 

Mr. Sutiivan. Congressman, I will try again. 

Mr. Irwin. Very good. 

Mr. Sutitvan. Back in the old days when the Post Office was started 
it definitely was needed as a means of communications between the 
citizens of this country. They were scattered, there were few here and 
there, methods of transportation were very difficult, communication 
was difficult. We didn’t have the communications that we have today, 
the situation was entirely different from today. The population is 
centered, there are large centers of population, there are relatively few 
scattered citizens of this country, and the Post Office is furnishing a 
service to the individual. When he sends a letter or magazine or 
newspaper or newsletter or a piece of third-class mail he has to put 
a stamp on it or something that is similar to a stamp. He is identi- 
fiable. He is getting that service. As a taxpayer, I don’t want to 
pay for the service that he is getting unless I am using his product 
and he puts the cost of that in my price. 

Mr. Irwin. I don’t see how it changed. People used to have to put 
stamps on before. I don’t see that there is any change. People are still 
scattered. In fact, you have more of them. 

I don’t think you have made out your case that there is a real 
fundamental change at all. You still have to communicate. There 
are other competing forms of communication, and radio and television 
is one of them, as I pointed out earlier. There is no real fundamental 
change at all, it seems to me. 

The Cuatran. I don’t agree with the gentleman at all. You say 
there are no changes in the ways of communication ? 

Mr. Irwin. I think the Post Office’s role as a communicator is big- 
ger than it was rather than anythingelse. I don’t think it has changed 
fundamentally, Mr. Chairman. It is bigger and more important 
than ever. 

Mr. Porrer. Let us see, Mr. Sullivan, if you can agree with us that 
whatever this Congress decides, whether or not it agrees with all the 
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witnesses before us, and it can’t, of course, that certain services of the 
Post Office are a public service, then those public service aspects of 
the Post Office—and we use that term here as opposed to identifiable 
user services and not the way it is used in your statement—then those 
public service items should be paid for out of the general fund. 

Mr. Suuuivan. I am afraid I didn’t get the distinction there. 

Mr. Porter. What we call public service in the Postal Policy Act 
and you show your familiarity because you quote part of it, about de- 
ductions in loss for performing some services, and, two, resulting from 
the operation of the star route system and so on, the Congress has 
decided that those are public services and the cost of them should be 
deducted. 

Mr. Sciiivan. We are asking you to change your decision. 

Mr. Porter. Yes; I know, but you are recognizing that we made the 
decision. 

Mr. Sutiivan. That is true. 

Mr. Porrer. That those public services should be deducted before 
you talk about a deficit. We have so decided, rightly or wrongly, 
that those are public services. 

Mr. Sutuivan. That is right. 

Mr. Porrer. Then you should be talking about costs in relation to 
the balance, and we subtract those losses. 

Mr. Suniivan. Of course, we are suggesting that you repeal those 
sections. 

Mr. Porter. That is your right to suggest. 

Mr. Yes. 

Mr. Porrer. But it is our right, if we think those are public service 
aspects and we decide that they are- 

Mr. Suuiivan. You make the laws, Congressman; we don’t. We 
can only make suggestions and recommendations to you. 

Mr. Porrrer. You say on page 4: 


For the past 2 years the Appropriations Committees of the House and Senate 
have agreed that no funds should be taken from the general Treasury to cover 
these items. 

You urge the committee to initiate action to eliminate these things. 

I agree with you that the Postal Policy Act has not been carried 
out as we intended it to be carried out, so that we could figure out 
what really was the basis for ratemaking. 

Mr. Suuuivan. I think that the provision for the Appropriations 
Committees to pass upon the amount of public service appropriations 
is in the Postal Policy Act of 1958 just as these other provisions are in 
there. I think the act has been carried out. 

Mr. Porter. We could dispute that, but I don’t think profitably at 
this point. On second-class mail I assume the chamber sends out a 
good deal of second-class mail. 

Mr. Suuiivan. Yes. As a matter of fact, if you would like the 
figures, I would be glad to give them to you. 

Mr.Porrer. I recognize that it is large. I get some of it. Are you 
in favor of this surcharge that is proposed in the administration bill? 

Mr. Sutiivan. I have suggested another method. 

Mr. Porter. You are opposed to the surcharge ? 

Mr. Sutrivan. May I answer it this way: The surcharge, as you 
speak of it, applies to all pieces of second-class mail. We would like 
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to see a minimum established which might be the same thing up to a 
certain point, and then, if necessary, raise second-class mail rates just 
the way you have always raised them in order to take care of the 
proper share of second class in the postal expenses. 

Now, as to the surcharge, the handling charge, the direct answer to 
your question is “No,” we are not in favor of the one-half-cent sur- 
charge or handling charge. 

Mr. Porrer. Is that because it would cost the chamber more money ? 

Mr. Sutuivan. No, sir; it is not. 

Mr. Porrer. It wouldn’t cost the chamber more money ? 

Mr. Sutrivan. It probably would. As a matter of fact, Congress- 
man, I don’t even know what these figures were until I asked for them, 
and I am sure that our committee people didn’t know what the cham- 
ber spent on publications or first class, third class or anything else. So 
what the chamber does as an organization has no relation to its posi- 
tion on postal policy. Tiat is determined by the membership on the 
recommendation of com ittees of businessmen. 

Mr. Porter. Occasionally we do have witnesses who testify from 
self-interest rather than principles. 

Mr. Sutiivan. I wanted to make that clear. 

Mr. Porrer. Thank you. 

The Cuarrman. Mr. Gross. 

Mr. Gross. You have a publication. Do you get the preferential 
rate for a nonprofit organization ? 

Mr. Sutuivan. No, sir; we do not. 

Mr. Gross. You do not? 

Mr. Sunuivan. As a matter of fact, chambers of commerce were 
eliminated by the committee report that accompanied an early postal 
rate act, I think in 1951. 

Mr. Gross. Are you aware of the increase that would be necessary 
in second-class mail to balance the second-class budget, so called, if 
they were charged for their fully allocated cost ‘ 

Mr. Sutuivan. We are not asking that they be charged for the fully 
allocated cost. We think cost is one of the factors to be considered. 
Another factor is the type of service they get, whether preferred or 
deferred. The third is the value of that service to the mail user. 

Mr. Gross. You don’t advocate an increase in second-class rates 
that would take care of their fully allocated costs, according to the 
Post Office Department ? 

Mr. Sunuivan. No; we do not. As a matter of fact, we are not 
recommending what increases there should be in any class of mail. 

Mr. Gross. That is where I think your statement is quite deficient. 

Mr. Suuiivan. It is because of the nature of our membership. 

The CrairmMan. Are there any other questions ? 

Mr. Harmon. Mr. Sullivan, I missed the first part of this, but there 
is one thing, that sort of puzzles me. Maybe you could give me an 
idea. 

According to the scale here, first-class revenue is 111 percent, air- 
mail 114, second class 26, and third class is 73, fourth class is 96. 
We have been all over this before. Do you think that the 26 percent 
should remain that way and second class should continue to be sub- 
sidized by the other classes of mail ? 
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Mr. Sutytvan. We don’t think that any class of mail should be 
subsidized by another class of mail. 

The computation of the rates, according to our formula, based on 
the cost and value of the service, it may turn out that one class of mail 
is not paying its fully allocated cost, but it is because of the intangibles 
involved such as preferment or deferment or this important one of 
value of the service to the user. 

You cannot price yourself out of the market. You cannot price 
these publications out of the market in any substantial degree. 

Mr. Harmon. Regardless of what you call the class of mail, every- 
one that sends whatever class it might be thinks it is very important. 
They have a message to send. Maybe it is just a personal letter or 
somebody wants to sell something. 

Since we talked about public service and service to people, do you 
believe that it is strictly a service or is there a lot of business involved 
in this where people make profit by sending a circular or whatever, 
or a magazine with an ad to sell an automobile or a pair of roller 
skates? It is pretty much a business with them when they send that 
message to people. 

Mr. Suuuivan. I think the business use of the mail is far, far 
greater than any personal use. As a matter of fact, we think that 
all classes of mail are important. 

Mr. Harmon. There is no question about that. I think every piece 
of mail, even though people say this piece of mail is junk mail, who- 
ever sends the mail has a message to send, whether it was something 
to tell somebody a story or to tell them we have something to sell and 
we want to make a profit, will you please come and buy. 

Mr. Sutiivan. We think third-class mail is a very effective tool 
of business. 

Mr. Harmon. Likewise on the second-class which carries magazines 
who have advertisers who have a product to sell and make a great 
profit. 

I think really and truly, to be honest with ourselves, it is a great 
business and a wonderful business. It has gotten bigger and bigger. 
We have tons and tons of something to handle and haul around and 
pas in people’s hands. It costs money to have trucks and people 

1andling it, however you handle it, deferred, preferred, or however. 

That is all. 

Mr. Irwry. You talked about pricing out of the market. Can I 
infer from that that you think that the Post Office should charge 
what the traffic will bear? 

Mr. Sutuivan. No. We have recommended a formula. But you 
cannot go beyond what the traffic will bear. That is a certainty, or 
you will price yourself out of the market. 

Mr. Irwin. Do you think you should go up to that point and stop 
there? 

Mr. Sunuivan. That might be a logical assumption. ‘That prob- 
ably would not be necessary, however. 

Mr. Irwin. It yould bring money in. 

Mr. Suriivan. We are not asking for the Post Office to make a 
profit. 
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Mr. Irwin. Do I properly understand you to be against any par- 
ticular type of service in the Post Office costing less than it does to do 
it? Do you think that every single operation of the Post Office 
should pay its way 4 

Mr. No. 

Mr. Irwin. You think the net, final effect should be that the Post 
Office should take in as much as it spends and that is all ¢ 

Mr. Sutzivan. That is right. 

Mr. Irwin. You don’t pretend to judge where people should be 
overcharged and where people should be undercharged ? 

Mr. Sutiivan. No. We prefer to have the rates made on the basis 
of what it costs to handle the particular class of mail, the type of 
service it receives, whether sreeered or deferred, and the value of 
that service to the user. 

Mr. Irwin. My point is that there are some people who are trying 
to develop the idea that you could break third class into two different 
kinds. In other words, create a new class, and this can go on forever. 

I know you are not going to advocate that each piece of mail should 
pay what it costs to handle that particular piece of mail. You don’t 
mean that at all. 

Mr. Sutuivan. It may be that a class of mail or a piece of mail 
will not pay its fully allocated cost because of the other considerations 
involved in ratemaking. 

Mr. Irwin. Inevitably some people are going to get a better rate 
than others and, in effect, be subsidized by other users who are paying 
higher rates, but not for the same type of service or the same service. 

Mr. Sutxivan. But not for the same type of service or the same 
service. 

Mr. Irwin. That is right. 

Mr. Sutivan. I can’t agree that they will be subsidized by some- 
body else, though. 

Mr. Irwin. If one fellow pays 2 cents for something that costs 
more than that to transport whereas, if the other fellow pays 5 cents, 
one is subsidizing the other, isn’t he ? 

Mr. Sutuivan. I wouldn’t say so necessarily. 

Mr. Irwin. What would you call that, just for a word? 

Mr. Sutiivan. In the first place, I suppose you are referring to 
third-class mail. 

Mr. Irwin. We are just talking theoretically and not in terms of 
any specific type of mail. What would you call that when somebody 
pays more? 

Mr. Sutzivan. You have to have things equal. You have to have 
the situation equal. Is the piece of mail of the same value to him as 
the other piece of mail? Is it getting the same service ? 

Mr. Irwin. When you say value to him do you mean the sender? 

Mr. Sutttvan. Yes. He is the man who determines value. 

Mr. Irwrtn. You think a man should pay a rate in terms of what 
it means to get that letter through ? 

Mr. Sutrivan. That should be part of the ratemaking formula. 

Mr. Irwin. Should it be exclusive ? 

Mr. Sutuivan. No. Itshould be part of it. 
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Mr. Irwin. I think you have not answered my question and per- 
haps you can’t. 

The Cuarrman. I think he has made a fine presentation. 

I wish to compliment your organization for the position it has taken 
in this matter. 

Mr. Thank you. 

The Cuairman. Thank you very much, sir. 

The next witness is Mr. Emerson Greenaway, director of the Free 
Library of Philadelphia, representing the American Library Asso- 
ciation. 


STATEMENT OF EMERSON GREENAWAY, DIRECTOR, FREE LI- 
BRARY OF PHILADELPHIA; REPRESENTING THE AMERICAN 
LIBRARY ASSOCIATION 


Mr. Greenaway. My name is Emerson Greenaway, and I am the 
director of the Free Library of Philadelphia, and immediate past 
president of the American Library Association. I am appearing be- 
fore you today as a representative of that organization, a nonprofit, 
professional association of more than 23,000 members, consisting of 
librarians, trustees, and friends of libraries interested in the develop- 
ment, extension, and improvement of libraries as essential factors in 
the educational, social, and cultural needs of our Nation. 

Librarians and users of libraries have long appreciated the aid given 
by the Congress to the communication of ideas, culture, and informa- 
tion by the establishment of a special postage rate for books and a 
special library book rate. The Congress has given formal recognition 
to this fact in designating the educational materials rate and the 
library materials rate as a public service function in the Postal Policy 
Act of 1958. This action in the public interest has enabled public and 
other types of libraries to extend their services to all areas of the 
Nation and to all classes and ages of its citizens. 

The American Library Association, however, does feel obliged to 
protest the two new proposed rate increases: One, to raise the postage 
rate on educational materials from 9 to 10 cents for the first pound an¢ 
from 5 to 6 cents on each succeeding pound; and, the second, to raise 
the postage rate on library materials from 4 to 5 cents on the first 
pound and from 1 to 3 cents on each succeeding pound. In the case 
of the educational materials rate, the increase is calculated at roughly 
16 percent. In the case of the library materials rate, on the basis that 
the average weight of the parcels carrying these library materials is 
approximately 5 pounds, the increase is calculated to be 100 percent. 

In both cases, libraries will be hit by these increases. Libraries in 
most instances pay postage on the books they purchase. This is 
especially true in small cities and rural areas where shipments by truck 
are not feasible and the volume is not great enough. 

Libraries for the most part are supported by taxes, their budgets are 
tight, and any of these new postage charges mean simply one thing— 
few books for the education, information, and culture of our citizens. 
Libraries have high standards of selection, and the increased rate will 
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reduce the available book funds for the purchase of wholesome, in- 
spiring, and instructive books. 

Parenthetically, it should be noted that the need for expanded public 
library service was recognized by the 84th Congress which passed the 
Library Services Act of 1956 and appropriated Federal money to be 
matched with State money to remedy the situation. Here again the 
additional postage charges will be passed on to libraries and diminish 
the amount of library materials they can buy. 

In general, it should be noted that the proposed increase in the edu- 
cation materials rate will affect all types of libraries which purchase 
books and other library materials because the publisher or jobber gen- 
erally adds mailing costs to the bill. This is true whether the pur- 
chaser be a public library, a college or university library, or a school 
library. In addition, all libraries will be materially affected by the 
proposed increase in first-class rates which will again have to be taken 
from the funds in the book budget. 

The library materials rate has encouraged the lending of books by 

ublic libraries to individuals in the nonurban places and to other 
ficakies in those areas. The public libraries have increased their 
lending to the rural areas, and have made available to children, young 
people and adults the best of our recorded knowledge, material on 
current events, and works of inspiration and information. 

College and university libraries, likewise, use the library materials 
rate to lend their library resources beyond the confines of the campus. 
These needed books go by mail through interlibrary loan arrange- 
ments to other institutions, to scientists, to technicians, research work- 
ers, and just average citizens. The extent of this interlibrary lending 
is very large and has been growing constantly. Some idea of its mag- 
nitude is seen by the estimates of a group studying the question : 


LIBRARY MATERIALS RATE 


Estimated interlibrary loan transactions, 1958 


Mailings 

University and college libraries (250,000 loans times 2) -------------- 500, 000 
Pablic libraries (50/000 Joang ties 2) 100, 000 
Government libraries (25,000 loans times 2) ~-_----_-_-_-__-------_---~- 150, 000 


1fstimated number sent by governmental libraries to nongovernmental libraries, one- 
seventh of the total loans of 175,000. 

Estimates on the increased cost to libraries or their patrons would 
amount to something like this: 
Present rate (900,000 at 9 cents per package) ~...--..--.-.-----.---.. $81, 000 
Proposed rate (900,000 at 18 cents per package) --_______---_------~--- 162, 000 

In the United States there are some 6,500 public library systems, 50 
State library extension systems, about 200 State-supported libraries, 
over 1,800 college and university libraries, approximately 25,000 sec- 
ondary school libraries, and an estimated 30,000 elementary scheol 
libraries. AJ] of these libraries will be affected by the new rates. A 
letter of May 6, 1960, sent to some of these libraries by the American 
Library Association brought these replies : 
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EFFECT OF INCREASE IN LIBRARY MATERIALS RATB 


Estimated 

increased 

cost to 

Library libraries 
Kentucky State Library Extension Division._.._._____-___-__-_-----------~- 1, 1438 
Dounty New York... 660 
Prince Georges County Library, Maryland___._......................... 115 


Notr.—Method of absorption : Reduction in book purchases. 


Although individually some of the amounts are not large, when 
taken in connection with the total numbers of libraries, they assume 
significant proportions. 

Demand on libraries continues to increase with the rapid growth 
and redistribution of the population, the rise in the education level 
of our people, and the growing complexities of our civilization. 
Interlibrary loans and direct loans by mail to meet the information 
and book needs of people everywhere are becoming an increasingly 
important but costly part of library service. Libraries want to share 
their informational resources, and should be encouraged to remain 
a part of our national network of information. 

At this time of growing concern over meeting educational needs, 
it would seem to us to be in the public interest that the encourage- 
ment now given to the purchase and distribution of books and other 
educational materials as a matter of congressional policy be continued 
by the maintenance of the present educational materials and library 
materials rates. 

Thank you, Mr. Chairman and members of the committee, for the 
opportunity you have given me to present the views of the American 
Library Association on this proposed legislation. 

The Cuarmman. Are there any question of Mr. Greenaway? If 
not, thank you very much for your statement, Mr. Greenaway. 

Mr. Greenaway. Thank you, sir. 

The Cuarman. The next witness will be Mr. Don White, executive 
vice president of the National Audiovisual Association, Inc. 


STATEMENT OF DON WHITE, EXECUTIVE VICE PRESIDENT, 
NATIONAL AUDIOVISUAL ASSOCIATION, FAIRFAX, VA. 


Mr. Wuirr. Mr. Chairman and members of the committee, my name 
is Don White, and I am the executive vice president of the National: 
Audiovisual Association, with offices in Fairfax, Va. 

The organization I represent is the national association of com- 
panies who distribute, sell and produce educational and religious films, 
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filmstrips, recordings and various other types of audiovisual materials 
for use In schools, churches and businesses, along with the equipment 
necessary to project or reproduce such audiovisual materials. We 
are a nonprofit corporation organized under the laws of Illinois, and 
our membership comprises some 582 companies, including about 397 
audiovisual dealers and film libraries who distribute our specialized 
types of products, plus about 185 film producers, manufacturers and 
other suppliers of audiovisual products. 

Our association has not taken any position on the proposed increases 
in the rates for first-, second- and third-class mail although, like other 
businesses, we make considerable use of these classes of mail. 

Mr. Jonansen. Mr. Chairman, may I interrupt to clarify one point, 
and I will preface this statement by saying that I am not of the group 
that believes that profit is a sin. 

While your organization is not a profit organization, the companies 
comprising it are, in many if not in all instances? 

Mr. Wuire. They try to be, if I may put it that way. 

Mr. Jonansen. Thank you. 

Mr. Wuirr. My purpose in appearing before your committee this 
morning, Mr. Chairman, is to bring to your attention what we con- 
sider to be disproportionate and unjustified increases under section 
8 of H.R. 11140 in the fourth-class rates which provide for the trans- 
mission through the mails of educational and library materials, includ- 
ing audiovisual materials such as educational and religious films, 
filmstrips, slides, transparencies, and similar items. 

Schools, churches, and other users of educational materials have 
been greatly aided by the special postal rates for books, films, and 
other audiovisual materials which have been in effect for some years. 
The pemeae charges on audiovisual materials are almost invariably 
paid by the schoois and other organizations who use them. We feel 
that Congress has materially aided in the exchange of educational 
materials by means of this constructive and enlightened public policy. 


INCREASE OF 122 PERCENT PROPOSED 


The law currently provides that books, educational tests, films, and 

certain other types of educational materials may be mailed under the 
educational materials rate, which is 9 cents for the first pound and 5 
cents for each additional pound. A library materials rate of 4 cents 
for the first pound and 1 cent for each additional pound applies to 
books, films, filmstrips and other audiovisual materials when these are 
sent to or from schools, libraries, churches, and similar nonprofit 
groups. 
The legislation now under consideration by your committee would 
increase the educational materials rate to 10 cents for the first pound 
and 6 cents for each additional pound. Figuring the average parcel 
for this particular classification of mail, which, according to the Post 
Office Department, weighs slightly over 5 pounds, this means that the 
postage would be increased from 29 cents to 34 cents. This is an 
increase of about 17 percent. 

Figured on the same basis, the increase for the library materials 
category is a very much greater percentage. An average parcel of 
between 5 and 6 pounds which at present would mail for 9 cents would, 
under the proposed new rate, cost 20 cents, an increase of 122 percent. 
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Mr. Chairman, I would like to emphasize that these proposed rate 
increases will be paid largely by schools, churches, and other nonprofit 
organizations. It is difficult to understand why an increase of 122 
percent must apply to the library materials rate used by these non- 
profit organizations when the Congress has designated in the Postal 
Policy Act of 1958 that this is a public service function of the Post 
Office Department. 


EDUCATORS OPPOSE INCREASES 


Mr. Chairman, I would like to emphasize that the materials which 
are being shipped under these two rates are primarily educational 
and cultural in nature, and I would submit that this is not the time 
to place any handicaps on the wide distribution of such materials. 

Books and educational films must play an increasingly important 
part in our national life if our country is to meet the challenges of 
greatly increased scientific education, and more effective education 
generally, which have been posed by recent international develop- 
ments. 

As a matter of fact, just 2 years ago the House of Representatives 
and the Congress specifically recognized the importance of audio- 
visual materials when it passed the ‘National Defense Education Act, 
which, as you know, provides Federal matching money for the 
purchase of educational materials and equipment for the teach- 
ing of science, mathematics, and modern foreign languages. As 
a result of this well- designed and effective legislation, schools are 
today using many more instructional materials than ever before, 
and I can assure you that the result is going to be better education 
for our children. 

However, the proposed increases will seriously inhibit the circula- 
tion of such materials, and will actually reduce the amounts of ma- 
terials available. To show these effects, with your permission, Mr. 
Chairman, I should like to introduce three letters from educators who 
are intimately familiar with the circulation and utilization of audio- 
visual materials. 

The first of these is from Dr. George W. Ormsby, consultant in 
the Bureau of Audiovisual and School Library Education of the 
California State Department of Education in Sacramento. He 
writes: 

I have just heard that a House Post Office Committee is considering certain 
changes in both the library materials rate and the educational materials rate. 
Since Harry Skelly is on an official trip to Hawaii at the present time, I am 
writing you in regard to this matter. 

From the audiovisual standpoint where we use the library materials rate of 
4 cents for the first pound and 1 cent for each additional pound, we would 
stand to lose approximately $50,000 in the State of California, money that is 
now being channeled into the purchase of audiovisual materials such as films, 
filmstrips, ete. 

Every district in the State of California has audiovisual services supplied by 
the county office. Sometimes they may be on a cooperative basis. Some of the 
very rural counties must depend entirely upon mailing instructional materials 
to their schools each day. In a county like Humboldt, the estimated change 
would increase mailing costs almost 300 percent, or from $1,000 a year to almost 
$4,000 
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Mr. Jonansen. I wonder if you can cast any light on that 300- 
percent figure ? 

Mr. Wurre. I did some guessing when I read his letter and my 
guess is that their average parcel is maybe 15 or 20 pounds. If you 
figure it out based on that large weight, the percentage of increase 
goes up. I have not figured it out completely, but that is my guess. 

Mr. Jonansen. I had in mind the percentages you used earlier. 

Mr. Wuire. Yes, sir. I noticed this and I thought about it, and 
I didn’t know how they got their figure, but this is my guess. 


Even in counties that have truck delivery service, there would be an esti- 
mated increase of about $1,000 since the audiovisual departments have to pay 
all postage on purchases of new materials and postage for preview materials. 
Also, we have an intercounty free loan system on films in which, for instance, 
any county in the San Joaquin Valley can borrow materials from any of the 
other counties and the only cost involved is postage. An increase in postage 
rates could make it practically impossible to continue this very effective type 
of cooperation. 

From the standpoint of the State department of education and the State 
department of corrections where we both maintain distribution libraries to other 
state agencies, this item would increase our cooperative postage budget by well 
over $1,500. This again, of necessity, would restrict our services to the various 
State agencies in California since the tax dollar is very difficult to come by. 

The demands on educational institutions within this State are increasing at 
a very high rate, especially in view of the fact that there is so much more to 
teach than we can ever hope to teach by the conventional methods. There- 
fore, we are forced to use audiovisual materials to their greatest potential for 
instruction in order that our students will have the opportunity of learning about 
new developments when they happen instead of waiting for 5 years for a text- 
book to be published. Any increase in the cost of such a service would be to the 
detriment of maintaining an up-to-date educational instructional materials pro- 
gram within this State. 

If there is anything that you can do to bring this to the attention of the com- 
mittee, it will be appreciated by all educators in California, as well as through- 
out the United States. 


Garland C. Bagley, director of the Audio-Visual Service, State 
Department of Education, Atlanta, Ga., has submitted the following 
statement for your record: 


In Georgia we have been able to build the largest audiovisual program in 
the country by taking advantage of the present postal rates on library materials. 

With everyone trying to do everything possible to improve the schools through- 
out the Nation, I am greatly alarmed at the prospect of the library rate on 
these materials being increased since it will greatly handicap expansion of the 
audiovisual program in Georgia. I understand that the increase will amount to 
100 percent or more on an average 5-pound parcel, and that would, without 
doubt, more than double our present amount for postage and would naturally 
cut down on the number of films that we could buy and send to the public 
schools of the State. 

We respectfully request that more than close consideration be given to any 
increase in postal rates that directly affect the libraries and the audiovisual 
services throughout the country that have to depend upon parcel post for trans- 
portation of materials. At the present time, we are spending approximately 
$28,000 to $30,000 each year for postage on film parcels sent to and returned 
by the schools of our State. With a fixed budget that is threatened to be cut in 
view of decreasing State revenues, an increase that would more than double the 
present amount of postage would greatly jeopardize Georgia’s audiovisual pro- 
gram. With this increase on library materials and educational materials 
affecting the field of education more than any other group, we would like to urge 
that no increase in postal rates for these materials be made any time in the 
near future. 

We will greatly appreciate the careful consideration of any increase in these 
postal rates that primarily affect the educational system of our country. 
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My third letter is from Lee W. Cochran of the extension division, 
State University of Iowa, Iowa City. He writes: 

It has come to my attention that the U.S. House of Representatives is con- 
sidering a bill which would increase the rate of mailing educational Library 
materials and educational materials. 

I am writing in defense of the present rate on mailing library materials and 
educational matetrials which allows shipment of educational motion pictures, 
filmstrips, slides, microfilms, sound recordings, and catalogs listings such educa- 
tional materials. 

The wide distribution of all types of projected materials for educational pur- 
poses in the classrooms of this country is of great importance to the educational 
progress of the future. This low-cost distribution of all materials coming under 
library materials at present greatly encourages the schools to use a wider variety 
of educational films and other audiovisual materials. 

I have estimated that if the proposed increase made in the shipment of such 
educational materials is passed, schools in Iowa would be spending approximately 
$20,000 additional from their educational budgets to mail the films and visual 
materials used in this State alone. This would no doubt mean that the schools 
would be using less educational projected materials if this bill includes an in- 
crease in the cost of mailing such materials. As you can see, this would be 
especially harmful to the small schools who depend upon their projected mate- 
rials from libraries in either State departments of public instruction, colleges, 
or universities. 


A RECOGNIZED PUBLIC-SERVICE FUNCTION 


According to information which has been released by the Post 
Office Department, it is estimated that the revenue to the Post Office 
on books and other educational materials amounts to about 61 percent 
of the cost of handling this class of mail. 

I would like to add to my printed testimony that that is for the 
educational materials rate. The library materials rate I believe re- 
covers 24 percent of its cost. 

Under the Postal Policy Act of 1958, Public Law 85-426, revenue 
deficiencies incurred by the Post Office Department under the educa- 
tional materials and library materials rates shall be reimbursed from 
the general funds of the Treasury as a public-service appropriation. 
These reimbursements totaled $16 million in fiscal year 1960. 

In addition, the President’s 1961 budget proposed, and the House 
and Senate have already approved, in the Treasury-Post Office appro- 
a bill for 1961 a $19 million item for the same purpose. There- 

ore, in effect, the Post Office Department has already been guaranteed 
by the Congress the full cost of handling educational materials and 
library materials until June 30, 1961. 
I should like to point out to your committee that if the proposed 
rate increases for these two categories were to be approved by the 
Congress, it would have no effect on the Post Office Department deficit 
for the 1961 fiscal year. 

My whole point, Mr. Chairman, is that the proposed increases, par- 
ticularly on the library materials rate, amount more to a change in the 
basic philosophy on the transmission of these materials than they do 
to a mere rate increase. If there is to be a general postal rate increase, 
it seems to me that educational and library materials should be con- 
sidered in relation to other classes of mail which have an educational 
and informational function, such as the reading matter in magazines 
and newspapers under second-class mail. 

According to the figures which the Post Office Department has 
presented to your committee, reading matter in second-class mail is 
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paying a much lower proportion of its cost than are educational 
materials. 

I have here a set of booklets which explain the immense values of 
audiovisual education. With your permission, I would like to pass 
these out to the members of the committee. If you will look through 
them at your convenience I believe you will agree with me that the 
continued inexpensive circulation of 16-mm. films and other audio- 
visual materials, along with all of the other types of necessary educa- 
tional materials, is particularly important in view of the educational 
crisis Which our country faces today. 

I know your committee will want to think about the importance of 
our educational problem in considering the proposed increase. I know 
you will want to bear in mind that even if the presently proposed 
inequitable increases in the educational and library materials rates 
are enacted, the increase in revenue would be just about 1 percent of 
the estimated postal deficit of $554 million. 

I believe that the effect of the increase on the wide transmission of 
educational and library materials throughout the United States will 
damage our educational system to a degree far out of proportion to 
the possible benefits in increased revenue which could be gained by 
the Post Office Department. 

Mr. Chairman and members of the committee, I wish to thank you 
on behalf of the National Audio-Visual Association for the privilege 
of appearing before your committee. If you have any questions about 
the matters I have mentioned, I shall be very glad to do my best to 
answer them. 

The CuarrmMan. Are there any questions? 

Mr. Jonansen. Mr. Chairman, I have just one comment. I am very 
interested to note that the tax dollar is very difficult to come by out 
in California. Maybe someday we will reach the point where we will 
recognize that it might be difficult to come by on the Federal level. 

The Cratrman. Thank you very much, sir. 

Mr. Wuirer. Thank you, sir. 

The CramrmMan. That concludes the witnesses who have requested 
to be heard today. 

I have a statement from Mr. J. M. George of the National Associa- 
tion of Direct Selling Companies of Winona, Minn. His statement 
will be included in the record at this point. 

(The statement follows.) 


STATEMENT OF NATIONAL ASSOCIATION OF DitrEcCT SELLING COMPANIES, WINONA, 
MINN. 


Mr. Chairman and members of the committee, my name is J. M. George, presi- 
dent and general counsel of the National Association of Direct Selling Com- 
panies, the office of which is located at 165 Center Street, Winona, Minn. 

Approximately 10 percent of direct selling companies in this country are 
members of this association, although the proporation of business in this method 
of distribution done by members of this association is very much greater than 
10 percent. We have a large number of the very largest companies, but in spite 
of that it may be said that 60 percent of the membership consists of small busi- 
ness concerns averaging down to our second largest group whose sales do not 
exceed $100,000 per year. 

I have recently learned that there are Members of Congress who are not too 
familiar with the meaning of the expression “direct selling” and its use of third- 
class mail. 

This class of mail is used primarily for recruiting, or in other words, obtaining 
salespersons, 
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Secondarily it is used for promoting the sales volume of these salespersons. 

In direct selling there is no solicitation of sales made directly to the consumer 
through the use of third-class mail. That is an entirely different method of 
marketing frequently referred to as direct mail. No merchandise sales are made 
in direct selling except by or through a personal solicitation of the consumer 
by a salsesperson. 

A substantially high percentage of our third-class mail addressees receiving 
recruiting circulars are persons who have previously indicated an interest in 
this method of selling, and hence this method of selling is a matter of some 
interest to them. 

In the secondary use of third-class mail, that is for volume promotional pur- 
poses, the addressee is a person having a known direct interest. 

The success attendant upon the use of third-class mail for these purposes in 
direct selling and the facts just stated certainly disqualify the term “junk mail.” 
While we have no brief for any other type of marketing, we believe that no 
groups or categories of users would be using third-class mail unless it was 
a reasonably successful tool for the use to which it is put. 

Since December 1948, third-class rates have been repeatedly increased. An- 
other increase is already pending to become effective next year, and now the 
proposed increase in rates and changes in mailing conditions will be a smashing 
blow. 

Direct selling consists of thousands of small transactions and contacts with 
thousands of persons. Recruiting cost is the major part of cost of operations, and 
with over 80 percent of all direct selling companies this means use of third-class 
mail. 

A rate increase seems to be a small item. However, considering the amount of 
money spent on this class of mail, it becomes a large item. Amount of profit per 
each of these small transactions can largely or completely disappear by reason 
of a very small added cost. Small rate increases have caused many of the small 
companies to cut their appropriation for recruiting, and that is the beginning 
of the end. 

I understand that other witnesses will talk to you about specific figures. 
Application of the proposed increases to last year’s business might very well be 
revealing. 

While direct selling represents a rather small percentage of distribution, its 
success is of great direct interest to many persons and of great value to the 
American economy. It is commonly said that one salesperson furnishes jobs 
for seven workers. 

It is not known as a proven fact, but it is generally and reasonably believed 
that at least 1! million persons, men and women, make part or all of their 
living from selling in this field. These salespeople have families. 

Thousands of manufacturers and supply houses sell their wares to direct selling 
companies. 

A few years ago I caused to be made a survey covering Chicago and found 
that 20 of our companies had over 1,600 purchase accounts in that city. 

The amount of printing used in direct selling is enormous in the production of 
Bibies, encyclopedias, and similar reference works. These suppliers and their 
employees have families. 

The approximately 3,000 direct selling companies have office, production, and 
other employees as well as stockholders. These people have families. 

Practically every salesperson and most employees have an automobile and 
buy gas and motor services used in direct selling. 

Railway—freight and express—bus, and truck transportation is an important 
aid to our economy. 

The spread between the rates on first- and third-class mail is gradually 
narrowing. This in spite of the fact that third-class mail is processed and 
handled largely on otherwise idle time, and consequently isn’t sent out until some 
days after sending of first-class mail received at the same time. 

This also without regard to the fact that third-class mailers perform 12 out 
of the 13 post office functions in the handling of this class of mail. Really third- 
class mail is a byproduct of the postal service like, for instance, fertilizer in a 
meatpacking plant. 

There would be no third-class mail were it not for the fact that it is a slow 
time support of the primary functions of the Department. 

It is not unlikely that the overall loss of revenue from income taxation re 
sulting from the effects of postal rate increases could far exceed the amount 
picked up from such rate increases. 
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The Congress, by requested rate increases, has frequently provided those in- 
creases on the theory that, if provided, revenue will reasonably meet postal costs. 

This, however, is not the result. Added money from increased rates is spent 
to meet stiff increased expenses of the Post Office Department. 

Isn’t this rather conclusive proof of the fact that the Post Office Department 
is not operating a business? 

A continually increasing rate policy discouraging the use of the service may 
become more costly than the amount of increased revenue from such policy. 

The establishment of the proposed increases and changing of mailing conditions 
will naturally, in a situation where the postal user has a net income, at least 
substantially reduce the amount of that income; and no one knows better than 
us here that the revenue lost from a reduction of income comes off of the top 
bracket of that income. 

This not only applies to income of companies affected but undoubtedly to the 
personal income of executives, stockholders, and others. 

We are not looking for a subsidy. We are anxious to see rates kept to a level 
that the traffic can bear. For many of our companies the breaking point has 
been reached. 


The Cuarrman. The hearings will be recessed until next Tuesday 
morning at 10 o’clock. 

The committee will stand in recess. 

(Whereupon, at 11:35 p.m., the committee recessed, to be reconvened 
at 10 a.m., May 24, 1960.) 
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TUESDAY, MAY 24, 1960 


House or REPRESENTATIVES, 
CoMMITTEE ON Post OFFICE AND CrviL SERVICE, 
Washington, D.C. 


The committee met, pursuant to recess, at 10 a.m., in room 215, House 
Office Building, Hon. Tom Murray (chairman of the committee) 
presiding. 

The Cuatrman. The committee will be in order. 

The hearing will be resumed on the postal rate legislation now before 
the committee. 

The first witness this morning is Mr. Arthur Z. Gray, chairman, 
General Operations Committee of the Magazine Publishers 
Association. 

Mr. Gray. 


STATEMENT OF ARTHUR Z. GRAY, CHAIRMAN, MAGAZINE PUB- 
LISHERS ASSOCIATION, INC., GENERAL OPERATIONS COMMITTEE, 
NEW YORK CITY; ACCOMPANIED BY FRANCIS R. CAWLEY, VICE 
PRESIDENT, MAGAZINE PUBLISHERS ASSOCIATION, INC. 


Mr. Gray. Mr. Chairman and members of the House Post Office 
and Civil Service Committee, my name is Arthur Z. Gray. I am 
president of Street & Smith Publications, Inc. I am here before your 
committee to speak today on behalf of the Magazine Publishers 
Association, Inc., of which my company is a member, and for which 
group I serve as chairman of the General Operations Committee. I 

ave asked Mr. Francis R. Cawley, vice president of the Magazine 
Publishers Association and in charge of our Washington office, to be 
associated with me before your committee. 

The CuarrMan. Very well, sir. 

Mr. Gray. The MPA, Inc., is a membership corporation which was 
organized on November 3, 1919, under the membership corporation 
law of the State of New York. The association is composed of 95 
publishers, of 250 consumer, religious, fraternal, scientific, educational, 
farm, and business publications. Their combined circulation, accord- 
ing to our most recent calculations, amounts to 155 million copies an 
issue. These are just over one-half the total of all periodicals 
circulated. 

The Magazine Publishers Association opposes the enactment of 
H.R. 11140, calling for the further upward adjustments of postal rates, 
for the following reasons: 

_1. The facts submitted in support of this postal rate bill are incon- 
sistent with the long history of presentations by the Post Office 
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Department which led up to the Postal Policy Act of 1958. In other 
words, their facts are either incomplete or in open conflict with the 
provisions of law. 

2. The Department has not complied with the postal policy require- 
ments of the 1958 law. 

3. Under a proper interpretation of the 1958 act, many publishers 
of magazines carrying heavy advertising content will be more than 
paying their way after the rate provisions of the 1958 act have gone 
into effect. Members of this committee will recall that the third and 
last increase in second-class rates, pursuant to provisions of the 1958 
law, goes into effect January 1, 1961. 

4. Increased postal rates are nothing more than increased taxes. If, 
as the Post Office Department claims, magazine publishers can pass the 
increases on to the consumer, the increases are inflationary. If they 
cannot pass them on, the Treasury can only keep 48 percent of the 
increases, and to “balance the postal budget” would require increases 
amounting to over 200 percent of any “deficit.” Furthermore, various 
States would lose revenue. 

We believe that a visual presentation, in the form of charts, will 
enable the committee to understand more readily the reasons for our 
position in this matter, and Mr. Cawley will present these charts with 
appropriate comments. 

The Cuamman. Very well. We will be glad to hear from Mr, 
Cawley. 

Mr. JoHANsEN. Before you proceed, do I understand that in ad- 
dressing yourself in opposition to this, you are speaking not only of 
second class but of first-class rate increases ¢ 

Mr. Gray. I think that is probably the basis of our whole position ; 
yes,sir. As we goalong, we will amplify. 

Mr. Jouansen. I wanted to clarify it that you were speaking to 
both of those. 

Mr. Gray. Yes, sir. 

Mr. Cawiey. Mr. Chairman, before I proceed, may I have per- 
mission to have copies of these charts inserted in the record next pre- 
ceding my explanation of each one ? 

The Cuairman. Yes,sir. That willbe granted. 

Mr. Cawiey. Thank you, sir. 

The first chart is simply a summary of our position. 

(Chart I follows :) 

CuartT I 

MPA opposes the enactment of H.R. 11140 because— 

1. Postal figures for 1960 are either incomplete or in open conflict with the 
provisions of the law ; 


2. The Post Office Department has not complied with the postal policy re- 
quirements of the 1958 law ; and 


3. Once the 1958 second-class rates have run their full force, MPA members 
will be paying their way under the terms of the 1958 Postal Policy Act. 


Mr. Cawtey. Item 3 deals with the fact that MPA members will be 
paying their way under the terms of the 1958 Postal Policy Act. 

This requires just a word of explanation. The MPA membership 
is also made up of nonprofit members and a few very lightweight 

ublications. I have in mind Children’s Digest, Jack and Jill, and 

he Catholic Digest, which are lightweight, and which will suffer 
pretty badly under the proposed bill. 
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When I speak of the MPA members who pay their way, I am talk- 
ing about the heavy publications carrying an average of 50 percent 
advertising. That leads up to my next chart. 

(Chart II follows :) 


Cuart II. Seconp-Cirass Marz Is UP or 25,000 PUBLICATIONS 


Newspapers (daily, weekly, exempt, free) _......._.-_...--.....-------- 12, 500 


In 1956, 124 magazines paid $31 million in second-class rates—almost 50 
percent of total second-class postal revenues. 
Net profits after taxes amounted to $21 million. 


Total profits for industry were 2.7 percent of sales. 


Magazines with heavy advertising content pay their way on “out-of-pocket- 
cost” basis. 

Mr. Cawtry. I think it is well at times to recall that second-class 
entry is composed of 25,000 publications. And according to the post 
oflice, they are pretty well divided between newspapers and magazines. 

In other words, there are 12,500 daily, weekly, exempt, and free 
newspapers, and 12,500 weekly, monthly, and exempt magazines. 

One other factor that should be pointed out there: In the sum total 
of 25,000 publications, approximately 6,500 of those publications are 
nonprofit. They are issued by religious, fraternal, or philanthropic 
groups on a nonprofit basis and have never been required fully to 
meet their costs. 

Now, in 1956, 124 magazines paid $31 million in second-class rates. 
That was almost 50 percent of the total second-class postal revenues. 

Only 124 out of 25,000 in second-class entry. This same group had 
net profits after taxes of $21 million, and the total profits for the in- 
dustry were 2.7 percent as percent of sales. 

Since that time the profits have dropped to 1.9 percent as a percent 
of sales. Tlowever, the most complete report I had was dated in 1956, 

Mr. Porter. Why do you figure profits as a percent of sales? 

Mr. Cawtry. We are advised by financial firms that that is the 
only true measure of profits in the magazine industry, because many 
publishers have no heavy asset investment. So much of the printing 
is contracted out. So the best and true measure, according to finan- 
cial institutions is a percent of sales after taxes. That is standard in 
the industry. It isstandard in the market. 

Mr. Porrer. You mean retail sales / 

Mr. Cawtry. Yes. 

Mr. Porrer. Sales to the actual reader ? 

Mr. Cawrry. Yes, after taxes. You take your sales after taxes 
and determine your profit as a percent of that. You are quite right, 
Congressman. 

Mr. Gray. If I might so say, Mr. Congressman, my company is a 
good example of that. We have no plant or equipment whatever. So 
the only measure for us would be percentage of revenue, which is 
percent of advertising and circulation. 

Mr. Porrer. But your profit that you pay taxes on—is that the 
same, 2.7 percent ? 

Mr. Gray. It varies, naturally. 

Mr. Porrer. You mean in terms of shareholders you are running 
less than 3 percent ? 


| 
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Mr. Gray. Yes, sir. 

Mr. Porrer. And that is true throughout the whole magazine 
industry ? 

Mr. Gray. Well, you can pick out extreme examples one way or 
the other, but it certainly is a very good average figure. 

Mr. Cawxey. Congressman, may I add something else to that 
question 

We show a $21 million profit here in 1956. Our industry, or our 
portion of it, consumes about two-thirds of the paper. I think on 
an overall basis the profits would average out somewhere around 
$30 million net. I went to the Internal Revenue Service and obtained 
a statistical analysis of corporate income tax returns, and I was able © 
to verify that the magazine publishing industry in net profits is | 
somewhere around $30 million. 

Mr. Porrer. Which would be 2 or 3 percent ? 


Mr. Cawtey. Yes; 1.9, now. 

Mr. Porrer. And how do you get people to invest in such 
enterprises / 

Mr. Cawtery. Well, I have seen some discouraging reports on 
investments. 


Mr. Porrer. I would think when you could get 2 and 3 percent 
at the bank, a lot of people would take their money out of magazines 
and put them into even buying mortgages and make a lot more money. 
I would think there would be a great flight of capital. But that has 
not. happened. So I am still mystified as to how the magazine 
industry stays up, on this basis. 

Mr. Lestnski. You say 124 magazines had an income there in 1956. 
What balance of magazines are there? In other words, the total 
number of magazines being published ? 

Mr. Cawtry. Congressman, the best answer to that is to just take 
the total which is registered with the Post Office Department under 
the second-class permit. And I do not think that is complete, be- 
cause in addition to this group here, you have the controlled circula- 
tion, which is not under the second-class category. So you would 
have in excess of 12,000 magazines. 

Mr. Lesrnsxi. And they are paying higher rates than third class, 
I believe. 

Mr. Cawrey. Congressman, some of them are paying higher rates 
and some of them are not. I will get into that in a minute. I think 
your nonprofit scale for second class, where you get into the one- 
eighth per piece minimum, would find you in a situation where 
undoubtedly many of the lightweight publications are paying less 
than third class. 

The Cuatrman. Mr. Johansen ? 

Mr. Jonansen. May I be sure I understand the word “sales.” 
That means revenue from advertising and subscriptions combined ? 

Mr. Caw ey. Yes, sir. 

Mr. Porrer. Magazines with heavy advertising content pay their 
way on an out-of-pocket basis. That refers to the Postmaster 

Gs General’s figures, which are challenged, but even on his figures you 
say they do? 

Mr. Cawtey. That is on my next chart. 

Mrs. Sr. Grorcr. On this net profit, which you say now is 1.9 
percent rather than 2.7 percent, when you call that net profit, do | 
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you mean after paying dividends, and after paying all of the 
expenses 

Mir. Gray. No; that is not after paying dividends, Mrs. St. George. 

Mrs. St. Grorcr. Then I must say I agree with my colleague. 

Mr. Gray. I think the answer to that is that there are very few 
magazines that are publicly held. 

Mr. Brorutiy. We are talking about the percentage of profit on 
sales. Do you have the percentage of return on the investment? 

Mr. Gray. We have not been able to determine that, because we 
do not have substantial investments in assets in the publishing 
industry. There are a very few fully integrated companies. For 
example, you will have Curtis Publishing, I think, that manufactures 
its own paper and then produces the magazine; but many of the 
publishing companies contract out their printing. Therefore they 
do not, in themselves, have heavy investments in assets. 

Mr. Broyutu. I ask that question, because while 1.9 I agree is a 
very small percentage of profit on gross sales, yet it may be a very 
large percentage of return on investment, which is the thing that would 
attract investors. 

Mr. Cawtey. That kind of information is very limited in our in- 
dustry. There are very few fully integrated companies. 

Mr. Porter. What is the rate of return on investment for Curtis, we 
will say, or Time and Life? 

Mr. Cawrry. Congressman, they are coming before this committee 
in the next few days. I would prefer that the individual companies 
testify, in answer to that question. 

As an association official, I am not permitted to have detailed or 
competitive figures of my members. 

Mr. Porter. You do not know ? 

Mr. Cawtry. No, sir. 

Chart No. III deals with the fact that magazines with heavy ad- 
vertising content pay their way. 

(Chart ITT follows :) 


CHart III. MAGAZINES WITH HEAvy ADVERTISING CONTENT Pay THEIR WAY 


Using fourth zone average haul (McKinsey report) a 1-pound magazine with 
50 percent advertising content will pay 4.25 cents per copy in 1961 (1960 payment 
is 3.75 cents). 

Post Office current cost* per piece—fully allocated cost basis (CAR) is 5.31 
cents (6 ounces). Using Post Office estimating system, 1 pound equals 7.8 cents. 

A 50-percent discount reduces this unit cost to 3.9 cents per copy. Even less 
with proper reflection of postal policy. 

The one-half-cent surcharge is not justified. 

Mr. Cawxey. Using fourth zone average, which was used in the 
McKinsey report, a 1-pound magazine with 50 percent advertising 
content will pay 4.25 cents per copy in 1961. They are currently pay- 
ing 3.75 cents per copy. 

Post Office current cost per copy—and this is fully allocated, with 
very slight adjustment for public services—is 5.31 cents for a 6-ounce 
magazine; and using their same system, we have developed 7.8 cents 
per pound fully allocated cost on a 1-pound magazine. 

Now, a 50 percent discount reduces this unit cost to 3.9 cents per 
copy ; even less with proper reflection of postal policy. 


1 Fully adjusted for existing legislation. 
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Under these circumstances, we feel that the one-half-cent surcharge 
on heavy magazines is not justified. 

Mr. Porrer. Where do you get the 50 percent discount ? 

Mr. Cawtey. I am going into that in my next chart, if I may, chart 
No. LV. 

(Chart IV follows :) 


(HART LV. BAsIs FoR Postar PoLicy LEGISLATION 


THE CONGRESS DISPOSED 
THE POST OFFICE DEPARTMENT PROPOSED (POSTAL POLICY ACT, 1950) 


1. Allocated costs modified—50 per- 1. Section 108(¢)(2): First-class 
cent reduction second class: 25 percent mail to recover entire amount of allo- 
reduction on third class; balance added cated expenses plus “an additional 
to first-class mail. (Costs Ascertain- amount representing the fair value of 
ment Reports—1955—56 ) all extraordinary and preferential sery- 

ices facilities, and factors relating 
thereto.” 


2. Costs ascertainment used exclu- 2. Section 103(c) (1): In the deter- 
sively for ratemaking purposes is a mination and adjustment of the postal- 
fallacy. (Stans, 1957) rate structure, due consideration should 


be given to— 

(D) the effect of postal services and 
the impact of postal rates and fees on 
users of the mails; 

(E) the requirements of the postal 
establishment with respect to the man- 
ner and form of preparation and pre- 
sentation of mailings by the users of 
the various Classes of mail service ; 

(F) the value of mail; 

(G) the value of time of delivery of 
mail: and 

(H) the quality and character of the 
service rendered in terms of priority, 
secrecy, security, speed of transimission, 
use of facilities and manpower, and 
other pertinent service factors. 

3. Public services to be priced out on 3. Section 104(a) (1): Public services 
a loss-of-revenue basis. to be costed on a “total loss” basis and 
section 214(a)(1) repealed the Kelly 
law which had previously provided for 
“loss of revenue’ computations. Fur- 
thermore, section 1083(3) (A) provides 
sum of public services should not con- 
stitute direct charges on mail users. 
4. The postal budget should be bal- 4. Postal rates and fees shall be ad- 
anced. justed from time to time as may be re- 
quired to produce the amount of revenue 
equal to the total costs * * * less the 
amount for public services. 


Mr. Caw ey. As a basis for postal policy legislation, I have set up 
two headings here, “The Post Office Department Proposed” and “The 
Congress Disposed.” 

The first item here deals with the evidence that was presented to 


this committee in its consideration of postal-rate bills over several 
years. 
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The Post Office Department advocated a 50 percent reduction in 
second-class mail, a 25-percent reduction on third-class, these adjust- 
ments to be added to first-class mail. 

That method was followed in the cost ascertainment reports for 1955 
and 1956. 

Secondly, the Post Office Department has testified before House 
committees, that using cost ascertainment showing these fully allo- 
cated costs, as a device for ratemaking, isa fallacy. 

In the Postal Policy Act of 1958 the Congress provided that first- 
class mail shall recover the entire amount of its allocated expenses, plus 
an additional amount representing the fair value of all extraordinary 
and preferential services, facilities, and factors relating thereto. 

Now, also, in connection with the Post Office Department’s state- 
ment that fully allocated costs used as a ratemaking device is a fal- 
lacy, the Congress said that in the determination and judgment of 
postal rate structure, due consideration should be given to several 
factors. here. I have only listed a few from the law. The first one: 
The effect of postal services and the impact of postal rates and fees 
on users of the mail. 

The second one: The requirements of the Postal Establishment with 
respect to the manner and form of preparation and presentation of 
mail. 

And third, the value of mail. 

Fourth, the value of time of delivery of mail. 

And fifth, the quality and character of the service rendered in terms 
of priority, secrecy, security, speed of transmission, use of facilities, 
et cetera. 

Now, those are the provisions of law which I contend are basic in 
the modification of costs for ratemaking. 

Finally, the Post Office Department urged upon the Congress that 
public services be priced out on a “loss of revenue” basis. 

However, the Congress, after considering that, legislated that public 
services were to be costed out on a total loss basis. And section 214(a) 
(1) repealed the Kelly law, which had previously provided a loss-of- 
revenue concept in determining public services. 

The Congress also provided that public services should not con- 
stitute direct charges on mail users. 

Also, in the act itself, where they speak of appropriations for public 
services, they refer to total estimated expenditures for this purpose. 

Finally, the Post Office has urged upon Congress that the postal 
budget should be balanced. The law provides that postal rates and 
fees shall be adjusted from time to time as may be required to produce 
the amount of revenue equal to total costs, less the amount for public 
services. Now, it is our contention that the amounts for public serv- 
ices have not been fully reflected in the Post Office Department’s 
presentation. 

Now, let us go back to 1955. This is chart No. V. 
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(Chart V follows :) 


Cuart V.—Cost ascertainment report, 1955—conversion table for ratemaking 
purposes 


{In millions] 


Cost allocations by cost 

ascertainment system, 1955 Allow- | Current 

ance for | revenue 1955 Deficien- 
Class of service intangible} require- | revenues} cy in 
1955 Projected | Projected| factors ments revenues 
actual | increases costs 
in costs 

$905. 5 $55.9 $961.4 | +$299.1 | $1, 260.5 $967.8 $292.7 
Domestic airmail_.......------- 122.3 4.9 127.2 +39. 6 166.8 142.6 24.2 
Second-class mail__......-.._--- 298. 7 16.0 314.7 —157.4 157.3 65.7 91.6 
Third-class mail..............-. 441.5 27.9 469.4 —117.4 352.0 269. 5 82.5 
ees a 1, 768.0 104.7 1, 872.7 +63. 9 1, 936. 6 1, 445. 6 491.0 
Fourth-class mail 593. 1 22.5 615.6 595.1 120.5 
International 75.9 2.4 78.3 82.8 (4. 5) 
236. 4 14.3 250.7 —63.9 186.8 
All other 38.8 3.8 42.6 39.2 3.4 
2,712.2 147.7 2, 859. 9 2, 349.5 2510.4 


1 Includes a deficiency of approximately $15.7 million in books and mail matter for the blind. 
2 Consists of actual postal deficit of $362.7 million for fiscal 1955, plus projected increases of $147.7 million 
in new costs only partially effective in 1955. 


Mr. Caw ry. This chart will answer in detail some of the questions 
that have already been raised here this morning. 

Before I discuss this, I should like to say that in January 1954 
the Post Office Department’s Committee on Cost Allocation reported, 
and it is contained in their cost report here, that the proper way to 
develop costs for purposes of ratemaking was to adjust second- and 
third-class costs so that the former would recover 50 percent of its 
costs and the latter, or third-class mail, would recover 75 percent 
of its costs, with remaining costs being added to first-class mail. 

Mr. Porrer. Mr. Cawley, where are you reading from? 

Mr. Cawtey. I am reading from the cost ascertainment report, 1955. 

Mr. Porrer. Is this the present policy of the Post Office De- 
partment ? 

Mr. Cawtey. No, it is not. 

Mr. Porter. In other words, that 50 percent was a figure that was 
mentioned once, but it no longer has any backing from the Post Office 
Department ? 

Mr. Cawtey. I am afraid not, but the law certainly implies it. 

Now, in addition to the 1954 recommendation, the Department 
modified its costs in 1955 and presented them to Congress in this 
manner. 

For example, the second-class revenue deficiency, for purposes of 
ratemaking, was set at $92 million. 

On the fully allocated cost basis in 1955, that amounted to approxi- 
mately $243 million. And also you will not that they reduced the 
deficiencies in revenues in third-class mail to $82 million. 

Now, about this time, Price Waterhouse & Co. made a report to 
the Senate of the United States when it was making a study of the 
Post Office Department. Price Waterhouse made a study of direct 
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or incremental costs, or, generally, the out-of-pocket approach to 


pricing. 


And they found that for 1952 a $226 million deficit, fully 


allocated costs, on second-class mail, was more properly reflected at 


$55 million. 


So there is great evidence here that these presentations have been 
made to the Congress in both Houses from time to time, and in antic- 
jpation of and in support of the postal policy law that was enacted. 

Now, the next two charts deal with the 1956 cost ascertainment. 


(Charts VI and VII follow :) 


Cuart VI.—Second class analysis based on 1956 cost ascertainment report 


{All amounts in millions] 


Expense 
based on 
Second-class mail (newspapers and magazines) Revenues cost ascer- Deficiency 
tainment 
report 

Exempt publications $5. 1 $60.1 $55.0 
Newspaners than 2.7 26.5 23.8 
Agricultural, business, professional, ete-~-....---.------------ 7.2 32.7 25. § 
Religious, educational, 2.4 22 
61. 316.6 254.7 
Publications returned, form 3579. (.9) 


Notre.—Credit (ist-class deficit, $30,000,000; 3d-class deficit, $234,000,000) based on strict cost ascer- 


tainment data. 


If these figures are used for ratemaking purposes, such would be a fallacy. 


See statement 


by former Deputy Postmaster General Stans, p. 99, ‘“‘House Treasury-Post Office Appropriations Hear- 


ings,’’ 1958 


Cuart VII.—Second class analysis based on 1956 cost ascertainment report 


{All amounts in millions] 


Expense Amount 

for rate- Difference | by which 
making Revised between | Post Office 

Second-class mail (newspapers and Revenues | purposes | deficiency,| formula doesn’t 
magazines) based on | Post Office | and actual | follow its 

Post Office} formula findings own 
discount formula 
formula 

Exempt publications (nonprofit) ---.....-- $5.1 $30.0 $24.9 —$18.6 $6.3 
5 percent or less of advertising. 5.4 4.3 
Newspapers other than daily. 27 13.3 10.6 —2.9 7.7 
Magazines and periodicals_.............--- 30.6 50. 5 19.9 +9.7 29.6 
Agricultural, business, professional, ete___- tom 16.4 9.2 +3.0 12.2 
Publications returned, form 3579__________- (.9) 
Total, second-class mail. 65.8 167.4 101.6 


Note.—Credit (first-class deficit, $346 million; third-class deficit, $109 million) restricts discount adjust- 


Ment on cost ascertainment applying factors that should be used for ratemaking purposes. 


results are contrary to postal policy statement in H.R. 5836. 
60——19 
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Mr. Caw ry. Here I have taken just second-class mail exclusively, 
because I was able to get more detail from their reports. 

Under a fully allocated cost basis, the second-class deficit in 1956 
was $269 million. The first-class deficit was $30 million, and the 
third-class deficit was $234 million. 

Now, giving full effect to the findings of their own Cost Allocation 
Committee, the Department revised those figures and submitted them 
to the Congress of the United States in both the House and the Senate, 

As a result, we found that the second-class deficit was reduced to 
approximately $102 million. The first-class deficit was raised from 
$30 million to $346 million. And the third-class deficit was reduced 
to $109 million. 

So in 1954 and 1955 and 1956, when the Congress of the United 
States was considering rate proposals, the Post Office Department 
itself had submitted to the Congress for its considerations this kind 
of adjustment in costs for ratemaking purposes. 

Now, in 1959, they have dropped that formula in their cost as- 
certainment system; and have not made a presentation to Congress 
on that particular basis at all. 

But right at this point, Mr. Chairman, I would like to stop and 
explain, if I might, why they feel these adjustments from other cate- 
gories of mail to first-class mail are in order. 

The Post Office Department has clearly set that forth before this 
committee. On one occasion—I believe it was 1957—it was stated 
that, for example, the nightwork in the Post Office Department, where 
there was a 10-percent differential, was prompted and required by the 
processing of first-class mail only. Yet in the distribution of their 
costs to the various classes of mail, all shared in that particular cost, 
but without the priority and preferment given to first-class mail you 
would not have that nightwork, nor would you have the 10-percent 
night differential. 

In addition to that, it was urged upon this committee that the mail 
cars, the mail sorting cars, were maintained for the purpose of expe- 
diting first-class mail; also that many of the storage cars were ex- 
pedited at less than capacity, simply to give first-class mail the primary 
and expeditious service. 

Also, it was pointed out that the deliveries and collections made a 
maximum of three times a day in the business communities throughout 
the country were prompted by the fact that the Post Office Department 
considers first-class mail its principal product and gives it preferential 
treatment. 

Now, in detailing and outlining that kind of information before 
this committee, the Department told the committee that such costs 
were in excess of $200 million back in 1957. I suggest today that they 
are probably close to $250 or $300 million. There are costs which are 
subtracted from second- and third-class mail simply because first- 
class mail has priority. 

I hope that in this explanation I have thrown a little light on the 
contention that we are asking first-class mail to pick up the subsidies 
on other classes of mail. 

For purposes of scientific ratemaking, I believe that this out-of- 
pocket approach to first-class mail is a proper approach, because it 
sets costs at their true value, and costs which, I submit, should be a 
more proper basis for ratemaking. 


ti 
I 
1 
] 
‘ 
] 
] 
( 
| 
| 
i | 


| 


POSTAL RATE REVISION 269 


Mr. Porter. Mr. Cawley, as always, you are well prepared and mak- 
ing an excellent presentation. I hate to interrupt you. But I want 
to understand some of these things. 

First of all, you are saying that on this chart 

Mr. Cawrey. This is 1959, Congressman, where they have stopped 
the adjustment. 

Mr. Porrer. Yes. As I understand it, in 1955 these discounts were 
recommended that you are talking about. But is it also your conten- 
tion that the Post Office is not idiverne the Postal Policy Act of 
1958? 

Mr. Cawiey. Yes,Congressman. I come to that ina minute. 

My first contention is that they have not followed their own evi- 
dence before this committee in the matter of fixing rates, and secondly, 
I go into the matter of postal policy. 

Mr. Porter. Now, is it your position that as to first-class mail you 
accept their figures that they are paying 111 percent of their way? 

Mr. Cawtey. Right. 

Mr. Porter. And you do not feel they should be increased because 
of intangible factors or preferred service? Is that your position on 
first-class mail ? 

Mr. Caw.try. Congressman, at this point my position is that I do 
not think a rate bill ought to be enacted until we get the figures 
straightened out. Many of us mail users are very much confused. 

Mr. Porter. You would say that for first-class mail, too? 

Mr. Cawtry. Yes, I will say that for all classes, Congressman. 

I urge very respectfully, Mr. Chairman, that this committee needs 
more facts and figures. And quite frankly, Mr. Chairman, I thought 
the 1958 law, which this committee brought out and which was enacted, 
insofar as policy was concerned, was a good law. And I think it is 
going to help a lot of us if we can abide by the provisions of that 
law. I know of the years of hard work bringing that law out. 

Mr. Porter. Then you mean, going on to the second-class mail users, 
you think they will be paying 26 percent after the current rate in- 
a is seepeate next year? You think that is way out of the ball 

ark, too 

Mr. Cawtey. Yes,I do. Absolutely. 

Mr. Porter. But you take the 1955 report. That is not connected 
with the 1958 Policy Act, I take it. 

Mr. Cawtey. Congressman, my point is that witnesses of the Post 
Office Department placed all this evidence before the committee, which 
I contend, and hope to show before I conclude, led up to the enactment 
of the 1958 Policy. Act. 

Mr. Porter. Go a little slow, though. Some of us have difficulty 
with arithmetic. 

Mr. Caw ey. In our democracy, the Congress gets all the facts and 
evidence. In asense, Mr. Chairman, if you were chief judge, here, I 
would urge that we look at the legislative history supporting the law, 
which I believe is a proper procedure. So that is the purpose of my 
development here. 

Mr. Lestnsk1. Do I understand you to say you are opposed to an 
increase in first-class rate? 

Mr. Caw ey. Yes, I am opposed to all increases until we can get 
these figures straightened out. 
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Mr. Lxestnskt. In other words, would you suggest the Postmaster 
General’s position is that the public donate pennies to scientific and 
philanthropic organizations as to their mail ¢ 

Mr. Cawtey. As I interpret the law, that was clearly provided, 
He may wish to increase the rates. But I think he starts out by 
charging too much to other mail users. He should set the total logs 
aside and reduce it as he increases his rates. 

Mr. Lestnsxri. The further increase in first class is a further 
coverup of the so-called deficiencies in other mailings / 

Mr. Cawtey. I do not believe it is, Congressman. I think there are 
a lot of other costs that properly belong to first-class mail. 

Mr. Lestnskt. When you send a piece of literature for one-eighth 
of a cent which costs 314 or 3.7 to mail, is that not a loss ? 

Mr. Cawtey. Yes, and we will get into that. I know of your in- 
terest in that subject. 

Mr. Barry. Did I understand you to say that “cars” used in the 
Post Office Department were generally used for first-class mail, but 
that you challenge the figure because you say a portion of that cost 
is chargeable to second-class mail ? 

Mr. Cawtry. Did you say “cars,” or “costs,” Congressman? I was 
talking about the night differential factor. 

Mr. Barry. You also mentioned three deliveries a day. 

Mr. Cawtey. Right; which is prompted by first-class mail. 

Mr. Barry. Does the Post Office figure charge second class the 
portion of three deliveries ? 

Mr. Cawtey. Yes, and a portion of the mail car costs and a portion 
of the storage cars. 

Mr. Barry. Do not those cars ever carry publications ? 

Mr. Cawtey. They do. But the requirement is not that they be 
carried as fast or as expeditiously as first-class mail. 

Mr. Barry. But you would not have them bring in separate cars 
just to carry publications, when they already have existing cars 
would you? 

Mr. Cawtry. No, you would not, Congressman. But I can give 
you, I think, a more precise answer to your question. When the Post 
Office Department went before the ICC in 1951 on the question of 
charges for mail cars, on passenger trains, the Post Office contended 
that they should have a 75 percent allocation. The railroads did not 
object, because the mail there, compared with the passengers, was a 
secondary category. So the Department itself, using this same rate- 
making theory, got a 2 percent reduction in fully allocated costs, 
because of the deferment and the lower value, as compared with 
passengers. 

It is done every day in ratemaking. 

The present allocation is on a use basis, and it is fully allocated 
cost, Congressman. I only quote the Post Office. They have pleaded 
with the Congress to recognize these intangible factors, which are 
the basis for discounts in making rates. We shared that point of 
view and applauded the Department when they made those presenta- 
tions to Congress. Those points of view have been verified by sucli 
outfits as Price-Waterhouse and by Cresap, McCormick & Paget, 


and some of the other big engineering firms, It is used every day in 
the the ICC considerations. 
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Mr. Barry. Then you do have a quarrel with the Post Office De- 
partment on the use of cars in the post office as far as charges for 
second-class mail are concerned ¢ 

Mr. Cawtey. Right. 

Mr. Barry. Do you know what percentage today you are charged ? 

Mr. Cawtey. Well, we are charged our full amount on a use basis. 
Now, a number of our companies are going to come before this com- 
mittee and take their specific instances and lay them before this com- 
mittee—their total volume, their traffic, their use of cars, et cetera. 
That will all be spelled out. I am just talking here in a general way. 
But. costs are now allocated to us on a use basis. If in a mail sorting 
car we occupy one-third of the space with magazines, then one-third of 
that cost is charged to us. 

None of our magazines are sorted en route, and yet all that cost 
is charged. They would not have to carry us that fast, if it were not 
for first-class mail. They are just filling up space. That is good 
business. They might even carry some of our publications by freight. 

It all gets down to this matter, as the law provided, of the value of 
the mail, the preferment given to it, the priority of treatment, et cetera. 

Mr. Barry. In other words, you are contending that the equipment 
they use is more expensive than required by your industry ? 

Mr, Cawtey. It is designed for first-class mail. 

Mr. Barry. And your complaint is, therefore, that you are charged 
on a use basis more than is necessary / 

Mr. Cawtrey. That is correct, sir. 

Mr. Barry. That also presupposes in your mind that the Post 
Oflice Department should set up a new system in order to distribute the 
publications ? 

Mr. Cawtey. At least the costs, sir. They established such a system 
and presented it to the Congress for a number of years. Now, sud- 
denly, they do not follow it. 

Here are 1959 costs, again, fully allocated, 

(Chart VIII follows:) 
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CHart VIII.—Cost ascertainment report, 1959—No conversion table, only fully 
allocated costs 


{In millions] 


| 
Adjustments to show 
assumed effect of cur- 


Actual rently authorized Adjusted 
revenues changes if they had revenues 
Class of mail or service Actual Actual under (—) | been in effect for the | under (-) 
revenues | obligations| or over entire fiscal year 1959 | or over (+) 
(+) actual 
obligations obligations 
Additional | Additional 
revenues | obligations 
$1, 439 $1, 303 +$135 $24 $16 +$143 
Domestic airmail. 174 153 21 1 1 21 
69 37% —303 28 5 —280 
Controlled circulation publi- 

391 678 —287 110 12 — 189 
4th-class mail: 

Zone rate parcels_......... 531 638 —107 89 6 —25 
15 21 —6 2 -1 
Total, zone rate 4th class. 548 660 —112 91 6 —27 
Other 4th-class 2 —21 22 
Total, 4th-class mail-_._. 576 709 —133 113 7 —27 
Total, prepaid domestic mail- 2, 656 3, 226 


Mr. Cawtry. Where is the conversion table here? 

Incidentally, this is the last cost ascertainment report available. 
I could not get anything later than this. 

But in this they now show second-class mail having a $280 million 
deficit, fully allocated. 

Now, I will go into the application of their own formula to this in 
just a minute, and with citation of law supporting it. 

Is that all, Congressman ? 

Mr. Barry. That is all. 

Mr. Cawtey. Chart No. [IX is a quotation from the former Deputy 
Postmaster General on this matter of fully allocated costs. I would 
like to read this because it was made before the House Subcommittee 
on Treasury Post Office Appropriations. 

Mr. Stans said this: 


I would like to say this: Cost ascertainment as a mechanism for allocating 
cost is quite adequate and quite satisfactory, but it never was designed for the 
purpose of fixing postage rates, because there are a lot of considerations that 
should go into the charging of rates that accountants cannot possibly figure in 
cost. One of them is the fact that first-class mail gets the preferred attention 
every time it hits the post office, and circulars come later. First-class mail has 
secrecy and circulars do not. First-class mail is obviously of greater value. 

Any ratemaking body applying scientific ratemaking principles would allocate 
the costs accordingly. That is the fallacy of cost ascertainment and it is a 
fallacy we have not only conceded but called attention to in our rate hearings. 

Yet the Post Office Department uses cost ascertainment as a basis 
for its charts and refuses modifications for ratemaking as required 
by the 1958 Postal Policy Act. 

That was the purpose of using this chart, here. They have not 
modified it in order for the Congress to get a clear picture of the 


requirements for rates. 
Now, chart No. X. 
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(Chart X follows :) 


Cuart X.—Application of differential pricing to 1959 costs * 


{In millions] 


Adjustment 
Class Obligations Revised cost 


Amount | Percent 


689. 6 —172.4 25 517 


1 Without adjustment for total losses on public services. 


Mr. Cawtry. Chart No. X gets down to the application of law. 
If the Post Office budget is to be balanced, and if first-class mail is to 
carry fully allocated costs plus an additional amount, something has 
to give somewhere. So I have taken their 1959 costs, without adjust- 
ment for total losses on public services. I have used their own figures. 
I have taken the 40-percent adjustment here and first class comes out 
with $1,847 million; a 50-percent reduction against second class, 
resulting in $188 million; a 25-percent reduction in third class, result- 
ing in $517 million. 

Now, the point in doing this was to demonstrate to the committee 
that the adjustments that they have urged on the Congress heretofore 
total $361 million. The 40 percent plus on first class is $528 million. 
So if you reduce this by their present 11 percent excess in first class 
and air mail, which is roughly $160 million, you get a pretty well 
balanced situation here. It is $368 million plus on first class and a 
minus $361 million on second and third classes. 

I contend that their urging upon this committee the 40-percent 
increment in costs for first-class mail is consistent with the law, but 
in order to obtain that, they have to make adjustments in other classes 
of mail. Else the Post Office Department would be making a profit, 
contrary to the law. 

So I come up with this conclusion; that it is perfectly possible, it 
is perfectly legal, it is perfectly proper, under existing law, for the 
Post Office Department to make those adjustments, just as in prior 

ears. 

Without that kind of adjustment, we are horribly confused. We 
do not know precisely what our obligations are, _ over what kind 
of period we are going to have to meet them. 

Mr. Corserr. What does your obligations mean there ? 

Mr. Cawtry. Total commitments—right out of their cost ascer- 
tainment for 1959. 

So even though they have not presented their adjusted figures 
to the Congress of the United States, it can be very readily seen 
that such adjustments are possible and can be effected, and it seems 
to me to be fully consistent with the law. But you gentlemen judge 
the law and the facts. I just try to present them, here, for your 
consideration. 

Now, chart No. XI. 
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(Chart XI follows :) 


Cnyart XI.—Revised second-class deficit 


Millions 
Deficit—1959 cost of ascertainment (exhibit I) ------------------------- $280 
Further reductions in costs per— 
1. Postal Policy Act: 
2. 50 percent of remaining costs in $377,000,000 charges ($377,000,000— 


Note.—It is not $300,000,000. 


Mr. Cawtry. Chart No. XI gets into postal policy. 

Earlier in my statement, I urged upon this committee that the law 
itself provided for total loss in several places. The law provided 
that users should not be charged with the costs of public services. 

So that no the fully allocated $280 million second-class loss, I main- 
tain that further reductions are possible. 

First, of all, I take the balance of the loss on nonprofit. That is 
$61 million. 

Gentlemen, in arriving at this figure, the Post Office Department 
took off $8 million plus as a loss of revenue. But there is still a $61 
million loss on nonprofit publications. And if no one is to be charged 
with these losses, am I maintain you have to take them out in their 
entirety. 

Mr. Porter. How did the Post Office figure in taking out not the 
full amount ? 

Mr. Cawiry. They took a loss of revenue approach, and as I under- 
stand it, it is the amount of revenue which those publications would 
have produced had they borne rates equal to similar publications. 

Mr. Porrer. Instead of taking the whole amount ? 

Mr. Caw.ry. Right. They took the loss of revenue, which was the 
basis of the old Kelly law, which the 1958 act repealed. 

Mr. Porrer. Was that permitted under the Postal Policy Act, 
though ? 

Mr. Cawiry. I would not think that you could take out loss of 
revenue. I would think the proper interpretation of law calls for 
total losses to be subtracted. Total losses, total estimated costs. are 
referred to frequently in the act itself, plus the repeal of the Kelly 
law. 

Therefore, “free in county”—I take out an additional $14 million. 
The Post Office Department charges off about $900,000 as a loss of 
revenue. But the total loss is $15 million. 

Now they have maintained they cannot estimate third- and fourth- 
class post office and star route losses, Well, they are allocated in 
their cost ascertainment system. They also show total revenues. And 
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with a proper adjustment, the revenues are about 50 percent of the 
costs. I maintain that second-class portion can be distributed. 

Mr. Corserr. Mr. Chairman, I want to ask the gentlemen: If the 
policy statement is correct, and if you are going to take out fully 
allocated costs as a public service, who should pay it if the Treasury 
does not ? 

Mr. Cawtey. The law provides that it should be paid out of the 
general funds of the Treasury, and it precludes charging the user 
with any of those costs. So I think there is only one answer, Con- 
gressman. It is the general funds of the Treasury. 

Mr. Corserr. And if they do not pay it, it remains either as a 
deficit or a charge against the users; is that not correct? 

Mr. Cawtry. Yes, sir; which I think is inconsistent with law. 

Mr. Corsetrr. Why should we not just as consistently, then, charge 
the people who receive the material extra for having gotten it as a 
result of these particular provisions’ I mean instead of charging the 
person who mails the magazine, let us say, why not charge the person 
whe receives it? 

Mr. Cawiry. That might be possible. That would require legisla- 
tion, but that might be possible. And I think from time to time rate 
proposals could be advocated against free incounty and nonprofit. 
But let it serve to reduce the subsidy which the general funds are 
paying rather than attempting to reduce those charges to other mail 
users. 

Mr. Corsett. I just tried to emphasize the point that here we have 
asum of money floating around presently in midair. The Post Office 
Department, which asked $172 million, as I understand it, in 1959, and 
the Appropriations Committee is presently contending that they 
should get $49 million or $39 million, or some ridiculous figure like 
that—and I just do not know who is supposed to pay this. 

Mr. Cawtry. Well, Congressman, the $49 million is less than the 
total loss on this one category—nonprofit mail—according to their 
own cost ascertainment figure. 

Mr. Corsetr. That is all, Mr. Chairman. 

Mr. Caw ey. So that comes out to $91 million. T take the remain- 
ing cost, divide it by two, get $145 million, subtract, from the $280, $254 
million, which leaves a revised deficit of $46 million on second-class 
mail. 

It is certainly not the $300 million which was presented in a chart 
here before the Congress of the United States. 

Full and proper application of postal policy, plus the out-of-pocket 
cost adjustments which have been previously advocated, reduces sec- 
ond-class deficit to about $46 million. 

Now a word of caution on that: I believe that that is occasioned by 
the low minimum-per-piece rate. Raising the rates too high could be 
ruinous. 

Congressman Lesinski, in vour prior discussion with me, you 
wanted some information on nonprofit versus profitable publications. 
There are literally thousands of nonprofit publications that travel at 
the one-eighth cent. This is a pound magazine, and a very fine 
magazine. T have nothing against it. My family has read it for 
vears. But this publication travels irrespective of content, that is, 
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advertising or editorial, at a cent and a half a pound, or roughly a cent 
and a half for each piece. ke 

The advertising content in this is priced lower than the editorial 
content in other types of magazines, because magazines which must 
make a profit and pay taxes to stay in business will pay in 1961, 214 
cents per pound on the editorial content, any place in the United 
States, and pay the zoned rate on advertising, which goes up to 14 
cents a pound in the eighth zone, come January 1, 1961. _ m 

So I am not here urging that this be increased; but with the mini- 
mum-per-piece rate on nonprofit mail, of one-eighth cent, they can get 
40 or 50 pieces in a pound, at one-eighth cent. 

As I figure it, to equal the cent and a half, you would take about 
12 pieces at a cent and a half. It seems like to me that would figure 
out about a cent and a half at an eighth of a cent. Vie 

Mr. Lesinskr. Supposing I sent that same magazine in second- 
class mail at 1 pound ? 

Mr. Cawtry. That would come under the transient rate, sir, and 
would amount to 16 cents. 

Now that is an individual sending this. Nonprofit pays a cent 
and a half. A corporation which must make a profit and pay taxes 
to stay in business come January 1, 1961, will pay better than 4 cents 
per copy on this type magazine, provided it has 50 percent advertising. 

Mr. Lestnskr. All right. How many letters to the pound, 
approximately 

Mr. Caw ey. It depends on their weight, Congressman. I would 
assume you could get 16. 

Mr Lestnsk1. Sixteen? Sixteen times four? 

Mr. Cawtey. Yes; 64 cents. 

Mr. Lestnskt. I believe that is where your problem is in your rate 
structure on railroad costs. 

Mr. Cawtey. This was all classes of mail, Congressman. 

Mr. Lestnsxt. Yes, I appreciate that. You have 64 cents against 
21% cents. 

Mr. Cawtry. Four cents on this, sir. It will get to four and a 
quarter January 1. 

Mr. Lestnsxr. Well, 64 against 414, then; 75 percent of allocated 
cost. And those weigh more than regular mail. 

Mr. Cawiry. They do. But the per-piece cost is the most determin- 
ing factor. You have 16 pieces of first-class mail, each of which have 
to be sorted and handled separately, each of which have to be handled 
about 15 or 20 times; whereas in a magazine this is one handling in 
each of its processes. I think that is the difference in your cost 
basis. 

Mr. Lestysxr. I appreciate that. I happen to know about that. 
But on the other hand, if you ship mail by freight, be it air or train— 
of course, that does not go by air, but by train—the weight is the 
basic problem of your freight rates, 

Mr. Caw ey. That is true. 

Mr. Lestnskr. Therefore, irrespective of whether it is charged 75 
percent of its weight or not, it is not paying its way, because the 
freight rates are determined upon by poundage. 

Mr. Cawtry. Congressman, even based on poundage, we feel that 


the heavier magazines are paying their way. 
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Now under the third chart I presented, showing the 4.25 price paid 
to the Post Office Department, that compares very favorably with a 
3.9 cost per piece. And we have used their fully allocated costs and 
adjusted them by 50 percent. 

Mr. Brorum.. Mr. Cawley, have you ever heard the story of the 
fellow who used to lose a dollar on every sale and said it did not 
matter because he made it up in volume? I believe the way you use 
that 50 percent distribution figure, on that chart, if you would 
increase the volume of your heavy magazines, in connection with your 
reference to the third chart, where you have a little surcharge—it 
is possible that if we increase that, we could show a profit. 

Mr. Cawtey. If a larger percentage were heavy mail, I think you 
could. You would come much closer to meeting the total and prob- 
ably produce a profit. Plus the fact that publishers separate, sack, 
tie out, and even load the mail cars. 

I brought this ad along, because I think it is quite significant in 
our presentation here. And this will be developed more fully as 
members come before the committee. 

Here is an advertisement run in Life magazine. You never see 
Life in this picture. It is a sorting room in a large city post office. 
When a saiiahes separates, sacks, ties out, and does his own work, 
his publication does not go through all of the mail handling processes. 
Every newspaper, every magazine, in the country that gets the red- 
tag service, so-called, is also required by regulation of the Post 
Oflice Department to zone its mail for expeditious handling on the 
part of the Post Office Department; so that we eliminate many of 
the steps. And with those further adjustments against these costs, 
we are quite confident that that type of magazine and newspaper is 
paying its way. 

To get on with the charts, chart XII is a summary of postal policy. 

(Chart XIT follows :) 


Cuart XII.—Postal Policy 


Fiscal year 1960: Millions 

Fiscal year 1961: 

Post Office: Department submitted... 49. 0 


But the Post Office Department— 
1. Follows a theory that Congress did not repeal the Kelly law. 
2. Omits three provisions of the 1958 law. 
2. Total loss resulting from operation of third- and fourth-class post office 
and the star route system (—$116 million). 
3. Total loss on nonpostal services, such as documentary stamps (—$18 
million). 
4. Total loss on special services, such as special delivery (—$6 million). 


Mr. Cawtey. In fiscal year 1960, they submitted $172 million. The 
House threw it out altogether. The Congress finally approved $34.4 
million. In 1961 the Post Office Department submitted $49 million 
and the Congress approved $49 million. 

The Post Office Department follows a theory that Congress did 
not repeal the Kelly law. Well, it did. 

No. 2, it omits three provisions of the 1958 law. And this omission 
was done this year. They omit total loss resulting from operation 
of third- and fourth-class post offices and the star-route system, which 
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I estimate as roughly $117 million. They eliminate or omit the total 
loss on nonpostal services, such as documentary stamps, et cetera, 
Their 1959 cost ascertainment shows that at $18 million. They omit 
the total loss on special services, such as special delivery, et cetera, 
And their total loss on that is about $16 million. 

So chart XII is designed at least to point up the conflict between 
mail users and the Post Office Department on the application of the 
1958 law. 

Mr. Lestnsxt. Would you explain three and four again, please, the 
loss of $19 million and $16 million ? 

Mr. Cawtey. Yes, I will be glad to, Congressman. The cost ascer- 
tainment report shows nonpostal services, losing about $18 million a 
year. 

: Mr. Lestnskt. Documentary stamps are for what ? 

Mr. Cawtey. Deeds and transfers. 

Mr. Lestnsxt. Transfers of what ? 

Mr. Caw ey. Property, real estate; tax stamps and that sort of 
thing. They could be obtained at the Post Office Department. 

Mr. Lestnsx1. Yes. Stamps could be obtained. Is not the respec- 
tive department charged anything for handling those things ? 

Mr. Cawiry. Well, they apparently lose money on it, Congressman. 
I can read you the complete detail of the nonpostal services here and 
their losses on it, if you would like to hear them. Or I will put it 
in the record for your consideration. If that will be better, I will 
put those from the 1959 cost ascertainment report in the record. 

(The information referred to follows:) 


Cost ascertainment report, 1959, special services and nonpostal services 


| 
| Revenues 
Class of mail or service Actual Actual under (—) 
revenues obligations | or over (+) 
| 


obligations 


Special services: 
Registry paid___- | $38,622,723 | $37,552,535 | +$1, 070, 188 
7, 649, 115 5, 918, 103 +1, 731, 012 
27, 100, 379 22, 887, 022 57 
Collect on delivery- SPOOR 13, 111, 107 22, 185, 004 
Special delivery ___- 34, 152, 765 43, 152, 963 


| 67,089, 236 78, 800, 847 —11, 711, 611 
Postal savings 8, O83, 854 4, 180, 294 +3, 903, 560 
| 18, 438, 858 17, 599, 212 +839, 646 
| 242,124,937 | 257, 947, 106 —15, 822, 169 
Nonpostal services: | | 
Alien address reporting 255, 875 
U.S. savings bonds and stamps—public sales___.__- | 692, 225 
5, 327, 126 5, 327, 126 
152, 146 | 147, 165 +4, 981 
Official mail messenger service. | 189, 980 — 189, 980 
Custodial service, public buildings_...............----_-2-- | 486,614 | 12,613, 544 —12, 126, 930 
Miscellaneous items, other agencies__.._............-.-__- 150, 540 | 162, 929 12, 389 


| 


Mr. Cawtey. And also the fourth item here deals with special 
delivery, and so forth. 

Mr. Lestnsk1. Special delivery is sort of paying its way, but how 
about special services? Special delivery pays its way; does it not? 
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e tota] | Mr. Cawtry. No, sir. They reported once to another committee of 
cetera, | Congress that this class of mail was being charged as much as it 
y omit could stand, and maybe somebody else ought to pick up the losses on it. 
cetera, Mr. LESINSKI. At 30 cents ? 

Mr. Caw.ey. This was before they raised it to 30 cents. But right 
‘tween | now, according to the 1959 cost ascertainment, that category of mail 
of the | does not pay its way. 

Mr. Lestysx1. How about Special services 


se, the Mr. Cawiey. Well, that is including special services. Special de- 
livery is one of those. 

ascer- Mr. Lestnsxi. Thank you. You may put that in the record. 

lion a Mr. Cawtey. I will put both of those in the record. 


Mr. Gross. I have suggested to the Post Office Department and 
the Treasury Department that they use meter labels coming out of 
meter machines to put on these real estate transactions, rather than 
the documentary stamps; but the Treasury Department does not seem 
ort of | to want it; although it simply represents a financial transaction and 


t. would expedite it and save the printing of stamps, and so on and so 
espec- | forth. But the Treasury Department apparently will have no part 
of it. 
sman. Mr. Lesinsk1. I believe the reason, possibly, for that is the designa- 
eand | tion of the “8 It probably should have a different meter system. 
Dut it Mr. Gross. I do not know of any reason why. It simply represents 
[ will } the tax paid to the Federal Government on a real estate transaction, 
3 we will say. It simply represents the tax paid to the Federal Gov- 


ernment and does not do anything else. 
Mr. Lestnskt. Probably a good idea. 


78 Mr. Cawiry. May I just say the figure is $9 million lost on special 
delivery in 1959, And I will put the other material in the record. 

ip Mr. Corserr. Mr. Chairman, what I wanted to emphasize a bit: 

er +) | When there is a failure to appropriate money to take care of the 


public service features, where is that failure primarily located? Who 
is to blame that X numbers of millions of dollars are not appropri- 
070, 18 Fated service ¢ 
213, 357 Mr. Cawtey. Mr. Corbett, my answer is this: That with many 
ooo, | of experience in appearing before committees of Congress in 
say ou, | connection with appropriation requests, I have found that the Con- 
205,774 | gress generally considers what is presented to it. er 
ose I just believe that there has been an attempt to minimize the ap- 
822,169 » plication of the 1958 act. 
Mr. Corserr. By whom ? 
saa Mr. Cawtey. The Post Office Department proposes the lesser figure. 
Mr. Corserr. What IT want to bring out is whether or not they are 


entirely to blame. The gentleman testifies that possibly some $250 


| 


D 
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million should be charged for public service. Well, the Post Office 
126.98 | Department did, for fiscal 1960, advocate $172 million for this item: 
) they not? 
Mr. Caw tery. Right: and omitted the third and fourth class post 
office and star route provision. 
acial Racy: Corserr. All right. But they did not get $172 million, did 
they ¢ 
how Mr. Cawtry. No, sir. 


not? | Mr. Corserr. What did they get ? 
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Mr. Cawtry. They got nothing in the House. The Senate placed 
it at 37.4 after many representatives of the administration went before 
that committee and pleaded for the lesser figure. 

Mr. Corsetrr. This is what I wanted the committee to get: The 
failure of the Appropriations Committee to advance X number of 
dollars is a repeal of the Policy Act of 1958 to that degree by the Sub- 
committee on Appropriations. 

Mr. Cawtey. That is quite correct, sir. 

Mr. Corserr. And then there is another amount, X dollars, in 
dispute, as between the Congress and the Post Office Department, as 
to which figure should be asked. 

Mr. Caw ry. Yes. 

Mr. Corserr. And does the gentleman find that the greatest trouble 
lies in the fact that, along with certain omissions, the Post Oifice 
Department has not yet conceded that the Kelly Act was repealed ¢ 

Mr. Cawtey. That is my firm opinion, sir. 

Mr. Corserr. Well, then, we have it, by way of résumé, that the 
Appropriations Committee has ignored the efforts of this committee 
and the House of Representatives and the Senate committee and the 
Senate. And the Post Office Committee has yet to read all of the 
Policy Act and apply it in their recommendations. Is that correct? 

Mr. Cawiey. You do not mean the Post Office Committee. 

Mr. Corserr. I could not have made a worse mistake. I meant the 
Post Office Department. 

Here in 1960, they were agreeing to at least 50 percent of the gentle- 
man’s top dollar estimate. Then all of a sudden they drop down and 
take the Appropriations Committee’s figure, and obviously we have 
got a greater deficit than we would have if the Policy Act were fully 
augmented by dollars from the Subcommittee on Appropriations / 

Mr. Cawtey. That is quite correct, sir. 

Mr. Corserr. Well, I think that 1s all 1 wanted to emphasize to the 
committee, that the Subcommittee on Appropriations for the Post 
Office Department has repealed the Policy Act of 1958, in effect. 

Mr. Jouansen. Then would the gentleman yield ? 

The problem, then, comes in determining whether it is possible 
and if so how to get the subcommittee to obey the law which the 
Congress enacted, and the Department the same. 

Mr. Corzett. Correct. There is a two-way problem here. The big 
problem, though, is to get agreement on what the Department. pro- 
posed. If the subcommittee would even agree with what the Post 
Office requested for the 1960 budget, that would be a big step. That 
would leave an argument between the policy statement and the Post 
Office Department regarding the other millions of dollars. But we 
have not even won the first step. They are in here claiming a deficit 
which the subcommittee ordained. 

Mr. Jouansen. Is there any possibility—and I do not say this in 
mitigation of the Department’s policy—that their experience with the 
Appropriations Committee may have discouraged their efforts, and 
they have decided that it is useless to try to persuade them to obey 
the laws, since they do not have the votes over here ? 

Mr. Corserr. I think that element must definitely have worked its 
way into the situation somewhere. But as I assume, if the Post Office 
Department does not get adequate funds out of the Appropriations 
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Committee somewhere, some time, for fiscal 1961, they are going to 
have to be in for a supplemental appropriation. 'T hey have just got to. 

Mr. Porter. I want to say that I agree very much with the analysis 
that the gentleman has been making and also what the gentleman from 
Michigan said about it. I think it is clear, though, that the Post- 
master General has been the same all through here. He was the same 
in 1955, the same in 1958, and the same in 1960. And he brings these 
figures ‘before us, and whatever the Appropriations Committee does, 
whatever frolics of their own they go on, we have the power here to 
set rates, and we should set them in accordance with our own act, 
even if it is not carried out by the Postmaster General or by the 
Appropriations Committee. 

I think my friend from Pennsylvania would agree with that. 

Mr. Corserr. Yes, sir. I think if these things are fully allocated, 
the costs ought to be placed where they belong. 

The Cuairman. Are you about through? You have been on an 
hour and 10 minutes, and we have other witnesses this morning. 

Mr. Cawtry. I just want to put the last chart in the record and say 
that the modernization estimate should not be included in the deficit. 
There was some admission on that the other day. And with a proper 
credit for policy, the deficit is reduced to $265 million. So if I may 
put that in the record, that will complete my presentation, and we are 
available for further questions. 


(Chart XIIT follows :) 
Tffect of proper reflection of postal policy law on 1961 deficit 


Millions 

Less: 

265 


1 Advocated by Post Office and Civil Service Committee members in both Houses. 
The Cnatrman. Any questions of the witnesses ? 
Thank you very.much, both of you. 


Mr. Cawiey. Thank you. 
The Crramman. We will next hear from Mr. Ray Kelsey, Agricul- 


tural Publishers Association, Chicago, Il. 


STATEMENT OF RAY KELSEY, PRESIDENT, AGRICULTURAL 
PUBLISHERS ASSOCIATION, CHICAGO, ILL. 


Mr. Kersey. Mr. Chairman and members of the House Committee 
on Post Office and Civil Service, my name is Ray T. Kelsey. I am 
publisher of six farm papers, the Ohio Farmer, Michigan Farmer, 
Pennsylvania Farmer, Indiana Farmer, Kentucky Farmer, and Ten- 
nessee Farmer, your ‘home State, Mr. Chairman. I am currently 
president of the Agricultural Publishers Association, 

As associations go, this isa very small group. It represents 33 farm 
publications, which have from less than 10,000 to over 1 million farm 
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subscribers each, according to the most recent Audit Bureau of Cir- 
culation statements. They all must be members of the Audit Bureau 
of Circulation. The names of the members of this association are 
listed on the side of the first page of the statement which you have. 

Unless you want me to read this statement, I would like to make 
two or three points. 


The Cuatrman. Very well, sir. Your statement will be printed 
in full in the hearings. 
(The statement referred to follows :) 


AGRICULTURAL PUBLISHERS ASSOCIATION, CHICAGO, ILL. 


Mr. Chairman and members of the committee, my name is Ray T. Kelsey, gen- 
eral manager-publisher of the Ohio Farmer, Michigan Farmer, Pennsylvania 
Farmer, Indiana Farmer, Kentucky Farmer, and Tennessee Farmer, and cur- 
rently president of the Agricultural Publishers Association. This association 
represent 33 publishers of farm publications, which have from less than 10,000 to 
over 1 million farm subscribers each, according to their most recent Audit 
Bureau of Circulations statements. The names of the members of this associa- 
tion are listed on the margin of this page. 

The farm families of this Nation depend very much on the farm publications 
for information about farm practices. A number of agricultural colleges have 
made surveys among farm families to get the answer to the question: “From 
what source do you get most of your information about farming?’ The results 
of these surveys have shown that farm papers lead by a great margin all other 
agencies in supplving farmers and farm families with valuable and reliable in- 
formation about the business of farming. These surveys have been conducted by 
Iowa State University, University of Minnesota, University of Wisconsin, Uni- 
versity of Missouri, University of Kentucky, Cornell University, and Ohio State 
University. 

Agricultural publications are almost 100 percent dependent upon the mails for 
delivery, which is a unique position as compared to other publications. Our 
publications do not have newsstand sales and cannot use other forms of delivery 
as publications within metropolitan centers. Therefore we are obliged to use 
the Post Office and its service under second-class privileges for delivery of our 
magazines, and any proposed increases on second-class mail rates involve all 
of our publications very seriously. The farm publications of America are sym- 
pathetic to the problems of the U.S. Post Office. Few, if any, of the farm maga- 
zines are opposed to any increase in second-class postage. 

Farm publications are essentially service magazines and have always passed 
the benefit of low-cost mail service on to the farm subscribers through low sub- 
scription rates on a long-term basis which barely cover the cost of mailing. 

Through the past several years there have been annual step-ups in the second- 
class postage rates, which increases the farm publications have been able to 
absorb by increasing advertising rates and, in a number of cases, subscription 
rates. These increases have been, as you know, in the neighborhood of 10 percent 
per year. 

The proposed increase, as outlined in H.R. 11140, would increase the second- 
class postage cost of our member publications over the cost for 1959 all the way 
from 24 percent to as high as 111 percent. The average increase would be 70 
percent. In support of this statement I submit copy of a letter from J. K. Lasser 
& Co., who specialize in doing accounting work for publishers. I quote from this 
letter: “Based on the study of costs we have made for the Association covering 
1958 operations, the proposed bill would increase the postage cost of the members 
by about 24 to 111 percent over their cost for 1959, the median increase would be 
70 percent.” In my own company, the second-class postage costs for the Ohio 
Farmer, Michigan Farmer, and Pennsylvania Farmer for the year 1959 were 
$74,745.81. Based on the number of copies mailed in 1959, the increase proposed 
in H.R. 11140 would add $54,376.44, an increase of 73 percent. For our Indiana 


Farmer, Kentucky Farmer, and Tennessee Farmer and Homemaker, the increase 
would be even greater. 

The farm publications would like to bring to your attention that this tre- 
mendous increase added at one time cannot be absorbed without doing irreparable 
damage to these farm publications which are so important to the agriculture of 
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our Nation. We have been able to adjust and absorb the 10-percent increases 
which have become effective the first of each year during the past several years, 
but to add in one fell swoop over 50 percent to the second-class postage costs 
would be well nigh fatal. 

Should this tremendous increase in second-class postage rates, which is pro- 
posed in H.R. 11140, be made effective, our member publishers probably would be 
forced to lessen the frequency of their issues or cut down on weight and quality 
of the paper stock used. This is of much concern to our members, as such forced 
action would mean the lowering of the present high standards of farm publica- 
tions. 

We are thankful to you, Mr. Chairman, and your committee for the opportunity 
to present these important facts about farm publications and the cost situation 
facing us should such a tremendous rate increase on second-class mail service as 
proposed in this bill be made effective. 

We very much appreciate your interest. 


J. K. LASSER & Co., 
ACCOUNTANTS AND AUDITORS, 
New York, N.Y., May 5, 1960. 
Mr. E. C. 
Agricultural Publishers Association, 
Chicago, Ill. 

Dear Mr. Nasi: In accordance with your request, we have reviewed the effect 
which the second-class postage increases proposed in H.R. 11140 would have on 
the member publications of the Agricultural Publishers Association. The bill 
provides for an increase in second-class postage rates of one-half cent for each 
individually addressed copy of a magazine. This will add an enormous burden 
to the cost structure of the agricultural publications. We calculate that the 
overall postage bill for your 33 member publications would be increased by about 
$600,000 per year. 

The proposed increase is particularly onerous to farm papers because, in the 
main, they are regionally distributed, often within only one State. Since their 
circulation is for the most part local, they pay for mailing primarily in the 
lower cost first three postal zones. 

Based on the study of costs we made for the association covering 1958 opera- 
tions, the proposed bill would increase the postage cost of the individual mem- 
bers by 24 to 111 percent over their costs for 1959. The median increase would 
be 70 percent. Postage costs, which now comprise between 3 and 6 cents of every 
dollar of income for most magazines, would take up 6 to & cents. 

The effect on profits would be tremendously depressing. The proposed in- 
crease, we estimate, would reduce average profits by some 21 percent. At the 
same time a number of papers, which have up to now been profitable, would be 
thrown into a loss situation. 

Respectfully submitted. 
J. K. LASSER & Co. 

Mr. Kersey. The points I would like to make, Mr. Chairman, are 
these: and I will address my remarks largely to second-class matter 
in this bill, because as farm publications we are obliged to use second 
class for our delivery. We have no other way. We have no news- 
stand sales. We do not distribute in metropolitan centers. There- 
fore it must go through the mails. 

We are also interested, of course, in the first, third, and fourth 
classes, but we can use those as we please and use them more or less, 
but in the second class we are obliged to use it completely. 

I would like to bring out the fact that our membership has suffered 
considerable attrition, of recent years, and one of the big reasons has 
been this fixed cost of second-class postage. You all, I presume, are 
familiar with the fact that the Country Gentleman went out of exist- 
ence, and Farm and Home. The most recent was Capper’s Farmer, 
which folded last month, in April of this year, with 1,500,000 sub- 
seribers. And the only reason they folded was because—and it hap- 
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pens to be part of my own company, so I know—it was losing money, 
And this fixed cost of second-class postage is one of the factors, 

The farm publications are essentially service publications. They 
are not published for entertainment, or news of the day. They are 
trade publications for farmers and farm families. 

There have been seven agricultural colleges of the United States 
which have made surveys among farm families, asking this question: 
From what source do you receive most of your information about 
farming? And in every case of the seven, they were made by the 
Iowa State University, the University of Minnesota, the University 
of Wisconsin, the University of Missouri, the University of Kentucky, 
Cornell University, and Ohio State University. In every case the 
source from which they got most of their information was the farm 
publications. 

The next point I would like to bring out is that in the case of our 
publications of our members, we have adjusted and absorbed for the 
increases in second-class postage which have been enacted into law 
for the past several years. If you recall, it is 10 percent a year. The 
last one of the six, I think, is next year, 1961. We have adjusted for 
those as best we can and are absorbing them. 

In the proposed bill, 11140—and I submit a statement from J. K. 
Lasser, who is an accountant specializing in publishing accounting— 
this represents an increase from 2+ to as high as 111 percent in our 
second-class postage bill for our members. Several of them over 100 
percent. 

I will give you exact figures for three of the publications for which 
I publish. That is the Ohio Farmer, Michigan Farmer, and Pennsyl- 
vania Farmer. The second-class postage bill in 1959 was $74,000. 
This proposed bill would increase that $54,000, or a 73-percent increase. 

For the Tennessee Farmer, Mr. Chairman, Kentucky Farmer, and 
Indiana Farmer, which I also publish, the second-class postage bill 
last year was $21,000. This bill would increase it $20,400. 

The Cnatrman. Is that a breakdown on the different classes ? 

Mr. Ketsry. No, that is just second-class, only. 

Now, the reason for that is that ours are little publications. Ours 
are thin. And when you put a half cent per piece on there, on Ten- 
nessee, Indiana, and Kentucky, it makes a 95 percent increase for us 
in second-class postage. 

And that is well nigh fatal to our industry. And I would like to 
cite again the attrition that we have suffered. We did have over 40 
members, and now we have 32. 

Mr. Lestnsxi. Mr. Kelsey, I likewise am concerned about this very 
thing. But have not magazines gone up in price regularly from 5 
cents to 10 cents? Could you not increase your subscription rates 
any to take up the difference? 

Mr. Kersey. Increase the subscription rate ? 

Mr. Lestnskt. Yes, sir. 

Mr. Kevsry. Well, now, one of the inherent things in securing sub- 
scriptions from farm people, Congressman—I do not think I am dis- 
closing any secrets of the Secretary—is that the man who goes out on 
a rural route and furnishes his car and his time and gets a subscrip- 
tion, keeps all of the subscription price as his commission. Now, that 
is essential, and it is across the country that way. 
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However, we could almost take the name off the mail box and send 
it to him without ever getting his permission to do so for about the 
same figure. In our case, we have not raised the price of the subscrip- 
tion of the Ohio F: armer, Michigan Farmer, and Pennsylvania Farmer 
for 40 years. It is still $1 per year. We get one nickel of it in the 
house. The rest of it goes out to the crews on the mail routes. If we 
charged $2 and kept the same commission, we would get 10 cents. 

Mr. Lestnsxt. That is the point. You have charged the same thing 
for the last 40 years, and things have gone up double or better since 
that time. 

Mr. Ketsty. We would do it. And I believe that some of them 
have. 

The Cuarrman. What about the advertising rates ¢ 

Mr. Ketsry. We have raised those. 

The Cramman. How much 

Mr. Ketsey. On the Ohio Farmer—and I have been with them 
for 37 years—it has gone from 80 cents to $1.70, from 80 cents a line 
to SL.70. 

The Ciamman. It has more than doubled ¢ 

Mr. Keusry. It has more than doubled over a 40-year period. 

Mr. Lestnskt. Mr. Kelsey, our committee, of course, has to concern 
itself with the costs, because we do not want to destroy any small 
business. But it would seem appropriate that if you had a good maga- 
zine with a demand for it, the farmers would ask for subscriptions to 
that magazine, and therefore you could raise the rates without any 
problem. 

Mr. Kersey. You mean he would send in for it and take it away 
without your having to go out and solicit him for it / 

Mr. Lrstyskt. Well, not ex: ictly; but if you have a good magazine 
and people like it, they are w illing to pay the costs. 

Mr. Krrsry. I know of none in the United States of America that 
do not have to have circulation gimmicks to get circulation. I mean 
either direct mail or crews or solicitors, house-to-house canvassing. I 
know of none, Congressman. There may be some. 

Mr. Lesinsk1. The point I am driving at is that if you have some- 
thing that is like the old saying, “a better mousetrap,” people will 
go to your door. The same point here. If you have a good magazine, 
and if you send out advertising, the people will buy it, because of the 
fact that it is a good ms igazine. 

Mr. Keiser. Our purpose is to acquaint the men. You have a good 
automobile, but you still have to advertise it. 

Mr. Lestnski. That is correct. 

Mr. Kensry. And it costs money to advertise it. And it costs us 
money to get out here to the farm ‘families that we have got a maga- 
zine and it is only a dollar a year. If it were $2 a year, I think they 
would still buy it. But we in the house, in the company, would st ill 
get a very small amount, a very small percentage. 

Mr. Lestnskt. Well, ‘there is a problem of percentage. It is not 
our problem. It is your problem. It is: How can you increase your 
income 

Mr. Kersey. I know. We have been working on it for a long time, 
and we still are. My point is here that we are not against any increases 


4 
| 


286 POSTAL RATE REVISION 


in postal rates, per se; but we are very much against the fell swoop 
of a hundred percent. 

Mr. Lestnskr. I am not arguing that point. But on the other hand, 
we have a problem here of increasing the rates. You have a personal 
problem there that you have to straighten out. Of course, it is up to 
us to be careful as to what we do, too. 

Mr. Ketsry. The farm papers have been in a bad way. I mean 
we have purchased three recently because they were about to go under. 
The Indiana paper was sold on ‘the courthouse steps a year ago. We 
have acquired it. Some other farm papers are in bad shape. Now, 
one of the fixed costs is this postage cost. 

Now, 10 percent more, probably, is not going to ruin them, but 
100 percent more will. It will hurt worse. 

Now, we are trying to do this, Congressman, by spreading your 
management costs in my case over six publications, ‘and it used to be 
one. 

Mr. Lestnskt. On the other hand, has your labor not gone up in 
the last 40 years? Has not that gone up roughly three times, double, 
triple, almost? Also the cost of paper has gone up. 

Mr. Kersey. The cost of paper has gone up. 

Mr. Lesrnsxi. And everything else has gone up? 

Mr. Kersry. None of them have gone up 100 percent at a crack. 

Mr. Lestnskr. No, sir. I am not putting that question. But we 
on this side have to consider that. 

Mr. Porrer. As I understand it, your total costs for subscription 
today are the same as 40 years ago? 

Mr. Yes,sir. That is, it isa dollar a year. 

Mr. Porrer. Do you not think people place a higher value for pub- 
lications if they pay more of what it is worth? 

Mr. Ketsry. Yes, sir; I do. 

Mr. Porrer. Would you not in the long run be better off to have 
fewer subscribers and have them pay $4 or $5 a year subscription ¢ 

Mr. Kersey. No, sir; because the subscription prices are not what 
we depend upon to buy our white paper. It is the advertising rate. 
And they want numbers. 

Mr. Porter. Of course they do. But in the long run are you not 
going to be better off by putting out something that people are will- 
ing to pay for, instead of continuing to throw something out that 
you are not sure people place a -alue on? 

Mr. Kersey. Well, what we could make on subscription rates we 
would lose on adv ertising rates, because most advertisers buy on a 
cost per thousand readers. 

Mr. Porrer. Yes; I understand. 

Mr. Kersey. So we are considering, the whole group is consider- 
ing, raising subscription prices. Some of them are. They are trying 
it out. But very few magazines get the cost of their white paper 
back in their subscription prices. 

Mr. Porrer. You referred a few minutes ago to attrition in your 
industry. If you cut down on the number of farmers throughout 
the Nation, I think you would have attrition for that re: ison, rather 
than the cost of postage, would you not ? 

Mr. Ketsry. I do not quite get the question. 
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Mr. Porter. Well, you mentioned the fact that you had formerly 
40 publications, and now you have 32 publications. But the facts are, 
with the trend of the farmers moving to urban centers, there is a 
lessening of the number of farmers. 

Mr. Kesey. That is right. It isa combination. There are a lesser 
number of farmers, because they have consolidated the farms. 

Mr. Porter. And they are more scientific as farmers, and therefore 
they read more scientific publications rather than the general type 
that you publish. 

Mr. Kesey. Well, our magazines have kept up with the science 
of agriculture. 

Mr. Porrer. The point I am trying to make is that the attrition in 
your industry is not caused by postage rates; it is caused by lessening 
the number of farmers throughout the Nation. 

Mr. Ketsry. No, sir; I would not agree. I will not lay it all to 
postage rates. It is costs. 

Mr. Porrer. What percentage is postage of the total cost of pub- 
lishing in your industry ¢ 

Mr. Kersey. [t will run around 6 percent. 

Mr. Porrer. You would attribute to 6 percent cost factor the attri- 
tion of a whole industry ¢ 

Mr. Kexsry. Well, when we only make 2 or 3 percent profit, from 
8 percent to 6 percent can represent the difference between profit and 
no profit. 

Mr. Porter. Let me ask you this, then. What is the percentage 
increase in your postage rate in the last, say 

When did your attrition begin? Ten years ago? 

Mr. Kersey. It has gone up five-tenths. I believe that is right. 
I am speaking from memory, there. It has gone up a little more than 
that. About 60 percent editorial. 

Mr. Porrer. Sixty percent of 6 percent, or approximately four 
percent. So you would attribute the attrition of your industry to a 
4 percent increase in costs which you say has taken place in your 
industry ? 

Mr. Kersey. I will pin it, Mr. Congressman, to a number of factors, 
one of which is a fixed cost, which is second class postage. 

Now, some of the others—we can use a lighter weight paper. We 
are using, for instance, a lesser quality paper on two or three of our 
magazines. 

Mr. Porter. I will agree there are a multitude of other factors which 
enter into that. 

Mr. Ketsry. But postage we cannot do a thing about. 

Mr. Porrer. That is true, but I think it leaves an unclear, and I 
feel an incorrect impression before us. A 4 percent increase in your 
costs is the direct responsibility of this committee to do something 
about in order to prevent attrition in your industry? 

Mr. Kesey. I would like to modify that statement, or at least cor- 
revi the impression. That is not the entire reason for farm papers 
going out of business. But the increase in costs is the reason, rather 
than the lessening number of farmers. 

Mr. Porrer. The labor costs and the material costs and the trans- 
portation costs? 

Mr. Kersey. All of them put together. And this is one of them. 
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Mr. Porrer. Yes; we will agree to that. 

Mr. Jonansen. Would the gentleman yield ? 

What has been the percentage increase in labor costs, say, during 
the corresponding periods? Would you be able to state? 

Mr. Kersey. Mr. Lesinski I think brought it up. About triple, 
that is, since 1940. I mean your printers’ cost. But again, that is one 
that is a little difficult to get away from, because unions are holding 
us to an increase in wages nearly every year, and the only way we 
can get around that is to get laborsaving machinery and things such 
as that. 

Mr. Jonansen. I recognize the problem. As a small boy I was 
brought up on the Michigan Farmer. I am very sympathetic. Ina 
very real sense, the Government has some of the same problems; except 
we have the advantage that when the costs exceed the revenues we 
just increase the debt and go merrily about our business. 

Mr. Kexrsry. Then, Congressman, we publish the Michigan Farmer. 
I publish it. You remember when there used to be two farm papers 
in Michigan, the Michigan Business Farmer and the Michigan 
Farmer. They both could not make a living. So we consolidated, and 
we moved out of Detroit over to Lansing, into a lower rent area. And 
we have cut down a lot of costs. 

Mr. Gross. Another factor, I think you will agree, is the precipitate 
drop in farm income. And it is reflected in your business, is it not ? 

Mr. Ketsry. It is reflected in our business, Congressman, very 
much. 

The Cuatrman. Thank you very much, Mr. Kelsey. 

The next witness is Mr. George J. Hecht, president and publisher 
of the Parents’ Institute, Inc., of New York City. 


STATEMENT OF GEORGE J. HECHT, PRESIDENT AND PUBLISHER, 
THE PARENTS’ INSTITUTE, NEW YORK CITY 


Mr. Hecur. I am George Hecht, president of the Parents’ Institute. 
52 Vanderbilt Avenue, New York City, which publishes Parents’ 
Magazine, and through a number of wholly owned subsidiaries pub- 
lishes Children’s Digest, Humpty-Dumpty, Calling All Girls, Teen 
Digest, all five of which publications are entered as second-class mail 
at Nashville, Tenn. 

_I have appeared before this committee during several previous ses- 
sions. 

Mr. Rees. Four times. 

Mr. Hecur. I have never opposed reasonable increases in the post- 
age rates. But the increase in the proposed bill to my mind is the 
most unreasonable increase in second-class rates that has ever been 

resented. The proposed one-half cent surcharge is discriminatory. 

t is an unreasonable burden on small magazines, particularly maga- 
zines that carry very little advertising; like several of the children’s 
magazines that I publish and other children’s magazines, Jack and 
Jill, Children’s Activities, Highlights for Children, and certain reli- 
gious magazines that pay full second-class rates, as for example, the 
Catholic Digest. 

Since 1952, the rate on editorial matter has already increased 60 
percent. Since 1952, the rate on the advertising contract has already 
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increased approximately 81 percent. And in specific application of 
the increased advertising rates as they affect zones, there are some 
instances where, in a single zone, the advertising rate will have 
increased as much as 100 percent when the last increment of the 
1958 bill goes into effect on January 1, 1961. 

On Parents’ Magazine, the proposed increase in rates will boost 
our postage cost, second-class postage cost, 25 percent over what we 
have to pay in 1960. This will increase our cost on Parents’ Maga- 
zine alone by approximately $114,000 a year, which we can ill afford 
to pay. 

t would like to say—and this is not on my mimeographed state- 
ment—that we have increased the newsstand price of Parents’ Maga- 
zine from 25 to 30 cents; from 30 to 35 cents; from 35 to 40 cents. 
Now, we cannot get any more than 40 cents for Parents’ Magazine 
on the newsstand. Our subscription rate is $3.50 a year. 

Four of our magazines for children and young people carry very 
little advertising, and most of the postage is based on the editorial 
content that carries the lowest rate of postage. 

The only advertising we have in these magazines is our own 
advertising for subscriptions and for the sale of books; no outside 
advertising. 

But even at that low rate of postage, three of our magazines for 
children, which have a substantial circulation, now are only barely 
breaking even. And the fourth, Teen Digest, is losing money, and 
we have just in the last few weeks announced that this publication is 
to be discontinued this summer. 

We also have had to discontinue, in the last few years, other 
publications for children, because they just did not pay. 

Magazines for children get so little advertising that the only way 
they can stay alive is by keeping costs down. We cannot increase 
the subscription price on our children’s magazines more than we 
have. They are already 35 cents, $3.50 a year for 10 issues a year. 
They weigh about one-fifth of a pound each, and the postage is cur- 
rently six-tenths of a cent a copy. The new bill would increase the 
postage by one-half a cent a copy. 

This would increase our costs over 1960 by 83 percent. The 
proposed bill would increase our postage costs by 83 percent. 

After we discontinue Teen Digest, which is a good, wholesome 
magazine for adolescent boys and girls, we will have three children’s 
magazines left. We send by second-class mail a little over 214 million 
copies of these three magazinesa month. As these magazines are pub- 
lished only 10 times a year, that means 25 million copies are mailed 
a year. 

If we had to pay one-half cent a copy increase, as this new bill pro- 
pore this will increase our postage costs, for second-class mail alone, 

y $125,000 a year. 

Now, these three magazines do not make nearly this profit, even 
before taxes, and we would have to discontinue two and possibly three 
of those remaining children’s magazines. 

I wonder whether you gentlemen realize there are hardly any chil- 
dren’s magazines in America left. We need good children’s magazines 
in America, and virtually all children’s magazines have gone out of 
business. We have had to discontinue some of them that we published, 
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and many of the older children’s magazines have been discontinued 
already, and there will be hardly any, if any, left if this new postage 
rate is passed. ; 

I should also like to protest further increase of first- and third-class 
rates. Every magazine has a tremendous amount of third-class mail. 
We have voluminous correspondence. All our renewal bills are sent 
out by first-class mail. And even more important is the third-class 
mail, which we use in circularizing for new subscriptions. It is hard 
enough to make third-class mailings pay now, without any further 
increase. 

I wholeheartedly agree with the position of the Magazine Pub- 
lishers Association, namely, that the Post Office Department is pro- 
posing this new postal rate bill, and it has completely disregarded the 
Postal Policy Act of 1958. The Post Office Department—and this is 
a correction In my mimeographed statement—has specified $49 million 
for public service, while the conferees in the 1958 act were of the 
opinion that the public service activities of the Post Office Department 
should be calculated at $250 million. 

The magazine business is far from a prosperous business. The 
great majority of magazines are small magazines, struggling to get 
along. Even the large magazine publishers make less than 2 percent 
a year on their sales volume. Our business just cannot stand any 
further big increases in postal rates, such as now are proposed. 

The CuHarrman. Any questions of Mr. Hecht ? 

Mr. Gross ¢ 

Mr. Gross. Yes. 

Mr. Hecht, have you given any consideration to taking any of your 
publications and going over to some foreign country, where you could 
print them with cheap labor and ship them back into this country? 

Mr. Hecut. You could not do that. 

Mr. Gross. Why could you not? 

Mr. Hecur. Well, there are a number of reasons. First of all, 
you could not get as efficient presses anywhere in the world as we have. 
We have new high speed presses. 

Mr. Gross. Oh, just a minute. The Government imported some 
presses from Britain for the Treasury Department to speed the print- 
ing of Government securities. 

Mr. Hecut. There are no presses on which we could print any of 
our magazines outside of the United States as economically as we can 
within the United States. 

Mr. Gross. I just thought you might give it some consideration. 
We are getting ready to give preferential tax treatment to Americans 
who go overseas to manufacture and ship back into this country. 

Mr. Hecnr. One of my magazines is printed in Australia. 

Mr. Gross. And another thing: If the State Department and the 
United Nations keep peddling all of this propaganda for children, 
you will be completely out of business. 

Mr. Hecnr. Well, I am amazed at the suggestion that American 
publishers should print their magazines overseas. 

Mr. Gross. I am not suggesting it. 

Mr. Hecur. I do not think anyone here would want American 
industry to use foreign presses and foreign labor for a strictly Amer- 


ican product and have it shipped in. And it could not be done 
economically. 
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Mr. JoHansen. May I explain to the witness that when the gentle- 
man from Iowa made that suggestion, he did it with tongue in cheek, 
because the gentleman from lowa, like the gentleman from Michigan, 
opposed the Boggs bill and opposed the sort of thing he is talking 
about. So do not misjudge the gentleman from lowa. 

Mr. Hecur. Well, I took him seriously. 

Mr. JoHansen. May I gather that you say even the large magazine 
publishers make less than 2 percent on their sales volume a year? Do 
I gather from that that your organization makes even less than that? 

Mr. Hecutr. No. Our children’s magazines do make considerably 
less than that, very definitely. Parents’ Magazine makes slightly 
more. And we have in our company some other activities that make 
most of the profits. It is the outside activities that keep us going. 
If we had to depend on our children’s magazines, we would never stay 
in business. Parents’ Magazine makes only infinitesimally more. But 
we have other activities that do not depend on second-class mail that 
enable us to stay alive. 

Mr. Corserr. What is the circulation of your children’s magazines 
in relation to your Parents’ Magazine é 

Mr. Hecur. Parents’ Magazine has 1,825,000 circulation. Humpty 
Dumpty is the largest circulation children’s magazine in America, if 
not the world, with approximately 1,200,000 circulation. And Chil- 
dren’s Digest has a circulation of nearly a million. 

Mr. Corserr. You can get advertising for those publications ? 

Mr. Hecut. No. It costs us more to solicit advertising than we 
have ever been able to get out of it. There is not a line of outside 
advertising. Just our own house copy. But we have to pay adver- 
tising rates on that. That is required by the post office. But no 
outside advertising. It is our own house advertising that is in those 
two magazines. 

Mr. Porter. Is that newsstand, also ? 

Mr. Hecur. Yes, both. 

Mr. Porrer. What is the percentage of your distribution through 
the mails? 

Mr. Hecur. More than 90 percent. 

Mr. Porrer. A very limited newsstand operation ? 

Mr. Hecur. Very limited. 

Mr. Rees. How much postage is required to send those out? 

Mr. Hecnr. Six-tenths of a cent, now. And this new bill would 
add one-half cent to it, or an increase of 83 percent. 

Mr. Rees. It would cost you a little over a cent 

Mr. Hecnr. Yes. But there is so little profit on these magazines 
now that one of them is going out of business and if this bill goes 
through, two more definitely will go out of business. We might be 
able to keep Humpty Dumpty alive. [ Laughter. | 

But Children’s Digest. is one of the most respected children’s maga- 
zines in America. And Children’s Digest. makes a negligible profit 
now—in the very low five figures. 

Mr. Rees. You have made a very persuasive statement. 

Mr. Jonansen. I just wanted to make the observation that we in 
Congress are blamed for a great many things, and if we are now 
going to have it pinned on us that we pushed Humpty-Dumpty off 
the wall, that is too much. [Laughter. | 
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The Cuairman. Any other questions of the witness ? 

If not, thank you very much. 

The last witness this morning is Mr. Bun Raley, legislative repre- 
sentative of the National League of Postmasters. 


STATEMENT OF BUN RALEY, LEGISLATIVE REPRESENTATIVE, 
NATIONAL LEAGUE OF POSTMASTERS 


Mr. Ratey. Mr. Chairman, I know that the committee has prac- 
tically all of the factual information you need on this postage rate 
increase; therefore, my statement is going to be very brief and of a 
general nature. 

Mr. Chairman and members of the committee, my name is Bun 
Raley, former president of the National Rural Letter Carriers Asso- 
ciation and presently legislative representative of the National 
League of Postmasters of the United States. 

I am appearing before the committee in the absence of the national 
president, Mr. John P. Dudley, who is out of the city on a convention 
assignment. 

I am testifying in behalf of the National League of Postmasters 
of the United States, the oldest postmaster organization in the United 
States. This organization has faithfully represented the postmasters 
of the United States and its possessions for more than 56 years. 

We are deeply grateful for the opportunity to appear before the 
committee and to present our views on proposed postage rate increases. 

Our organization feels this is a matter of vital importance, and we 
appreciate the committee’s decision to hold public hearings on this 
subject. 

I shall be brief in my remarks, as I am sure many representatives of 
various groups will appear before the committee, and we do not want 
to unnecessarily delay the hearings. 

The National League of Postmasters strongly supports the postage 
rate increase which we feel is long overdue. 

The postal deficit has risen to the sum total of $6.8 billion since 1947. 
We do not contend that the Post Office Department should entirely 
pay its own way, as we recognize it as a great public service, but we do 
feel very strongly that the taxpayers should be relieved of the tre- 
mendous $200 million each year in interest the postal deficit is costing 
the American people. As the postal service expands its facilities to 
take care of a constant increase in population and continues to improve 
service to the American people, the cost will continue to rise. This 
tremendous deficit emphasizes the urgency of the Congress taking the 
necessary steps to reduce this huge postal deficit in order that the 
Post Ofiice Department operate more nearly on a self-supporting basis. 

Postmaster General Summerfield has recommended increasing the 
postage rate on a first-class letter from 4 to 5 cents an ounce; for post 
cards, from 3 to 4 cents each; for airmail letters, 7 to 8 cents an ounce: 
and for airmail postal cards, from 5 to 6 cents each. The estimated 
cost of the proposed increase in first-class rates for the average family 
would be about $1.80 a year. I do not believe the average American 
family would object to this comparatively small increase in cost. 

Since commercial firms account for the largest volume of the mail, 
those who use the mail for profit would pay most of the increase in 
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postage rates. With these proposed modest increases in rates, it would 
still be by far the cheapest mode of communication in America. 

Rates on second- and third-class mail should be substantially in- 
creased to reduce the huge deficit in handling this type of mail. The 
revenue deficiency in handling second- and third-class mail has risen 
to the appalling figure of $469 million. This includes the full effect 
of the postage rate increase of 1958. Since the bulk of the second- and 
third-class mail users are commercial firms, it does not seem fair that 
the taxpayers should be required to subsidize those who use the mail 
for profit. 

Mr. Chairman and members of the committee, I appreciate the op- 
portunity of appearing before the committee on behalf of the National 
League of Postmasters of the United States in support of an increase 
in postage rates. I sincerely hope the committee will give earnest 
and careful consideration to this matter. 

The Cuatrman. Thank you. 

Any questions ? 

Mr. Rees. How many postmasters do you represent ? 

Mr. Ratry. Congressman Rees, I could not give you the exact 
figures. I have only been with the National League of Postmasters a 
couple of months. I have been very busy with other things, and we 
have a lady who takes care of the membership. I would say approxi- 
mately 15,000. 

Mr. Rees. That is a pretty good sized share of them. 

Mr. Rater. Yes, sir. There are about 35,000 or slightly over. 

The Cuarrman. Mr. Gross? 

Mr. Gross. Mr. Raley, unless there is an exception written into this 
bill, some of your postmasters, if not all of them, would get a pay 
increase as the result of a rate increase, would they not ? 

Mr. Ratey. Well, I do not feel that the rate increase and the pay 
increase should be tied together, Congressman. 

Mr. Gross. Then you are for an exception in the bill to provide 
that this shall not result in a pay increase for postmasters ? 

Mr. Ratey. Well, I would hope it would result in a pay increase. 

Mr. Gross. Now we are getting down to the nub of this thing. Are 
you for or against an exception in the bill ? 

Mr. Ratey. We feel the rate increase and the pay increase should 
be entirely separate. I think the Congressman feels that if Govern- 
ment employees are entitled to a pay raise, they should be given a 
pay raise. 

Mr. Gross. But you understand postmasters’ salaries go up as the 
revenues increase / 

Mr. Rarry. Yes,sir. That is right. 

Mr. Gross. So you are still not saying whether you would support 
an exception in the bill to exclude postmasters from the benefits of 
a rate increase ? 

Mr. Ratry. No, I would not want to do that, sir. 

The Cuamman. Any other questions? 

Tf not, thank you very much, Mr. Raley. 

There are various statements to be inserted in the record at this 

oint, those of Hon. Karl E. Mundt, U.S. Senator from South 
Dakota; Hon. Wint Smith, Member of Congress from Kansas; Hon. 
Lawrence Brock, Member of Congress from Nebraska; Hon. A. S. J. 
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Carnahan, Member of Congress from Missouri; Hon. Frank E. Smith, 
Member of Congress from Mississippi; and then representatives of 
different publishing concerns. They will all be inserted in the record 
at this point. 

(The statements referred to follow :) 


STATEMENT OF SENATOR KaArr. E. Munpt oF SoutH DAKOTA 


Mr. Chairman, I am pleased to have this opportunity to appear before this 
committee and offer my views on H.R. 11140. 

I note that our postal deficits totaled $6.8 billion in the last 18 years. And 
I believe that Postmaster General Summerfield has performed an important 
service in bringing to the attention of this Congress the fact that those deficits 
have been a major cause of our mounting public debt. 

I cannot envisage any program for fiscal stability which does not contain as 
one of its ultimate goals provisions for the eradication of unnecessary large- 
scale postal losses. 

As I examine the facts and background material assembled by the Post Office 
Department, however, it seems to me that Congress must block out an order 
of priority as a basis for acting on the administration’s rate proposals. 

I believe the areas in which the Congress should move initially are in second- 
and third-class mails. It is inconceivable that these services, which accounted 
for the bulk of the $6.8 billion deficit, should be permitted to operate with the 
losses which are currently projected. 

Direct mail is but one of numerous advertising alternatives. Those who 
choose this particular medium cannot reasonably expect Government subsidies 
any more than they can expect them for radio, television, or billboard advertis- 
ing. Third-class mail should pay its way in full and I urge this committee to 
report favorably on this portion of H.R. 11140. The several impact studies 
which are now available to Members of Congress give us adequate assurance 
that these proposals will not cause any serious dislocation to business or to the 
mail service. 

Second-class mail has a projected deficit of $280 million after giving effect to 
all of the 1958 rate increases. Revenues, moveover, will cover only about one- 
fourth of allocated costs. 

We cannot continue to look with indifference on a mail service which has 
piled up deficit after deficit for a total of $3 billion in 13 postwar years. It is 
only fair and reasonable that the large publishers who employ this service 
should bear a larger share of total costs. 

I would caution this committee, however, to act on the matter of second-class 
within-county rates only after long and careful study. The Post Office Depart- 
ment has done a thorough job of reviewing the history, finances and operating 
statistics in this service. The arguments for abandoning free-in-county and 
other within-county rates are persuasive. But there is another side to this 
problem which cries out against hasty and precipitate action. 

I know of no industry more marked by contrasts than the publishing industry. 
On the one hand, the publication of magazines and big-city newspapers is con- 
centrated largely among a few publishing giants. On the other hand, the pub- 
lication of rural and hometown news is centered in hundreds of small-circulation 
papers which depend for their survival on the frugal efforts of a country pub- 
lisher and his small staff. Very often this country publisher is also editor, 
printer, business manager, and circulation manager. 

Despite the comparatively moderate increases proposed for rural newspapers, 
I am concerned that the added costs may spell economic disaster for many 
marginal hometown newspapers. Hundreds of these papers now operate on @ 
thin line between survival and bankruptcy. 

I do not deny that retention of within-county rates means the continuation 
of a longstanding subsidy. But I would prefer to err on the side of using public 
funds for this worthwhile purpose than to undermine an institution that has 
played so important a part in our cultural heritage. 

I do not advocate that we should arbitrarily dismiss the administration’s 
proposals to revise within-county rates. I ask only that any action in this area 
be taken with due consideration to the ability of our local newspapers to absorb 
whatever increases, if any, are finally approved. I believe it would be both 
prudent and proper to defer any rate increases in this area of within-county 
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rates until more evidence is available on what impact they would have on a 
great and vital American institution—the so-called smalltown or country news- 
paper serving our rural communities and our nonurban communities. 


STATEMENT BY HON. WINT SMITH OF KANSAS 


Mr. Chairman, I requested an opportunity to appear before this committee 
in order that I might speak to you on behalf of my proposal, H.R. 11417. 

The cumulative deficit in third-class mail since 1926 was $2.7 billion. Of that 
amount, $2.3 billion stemmed from operations in the postwar years alone. 

H.R. 11417 has as its aim the eradication of the current deficit in third-class 
mail. Adoption of this proposal would produce full cost coverage. This would 
be accomplished by raising, in stages, each of the third-class rates. 

When the rates proposed are fully effective, the single piece rates would be 4 
cents for 2 ounces; pound rates for the two catogories of bulk material would 
increase to 18 cents and 21 cents, respectively ; the minimum piece rate would be 
314 cents for commercial mailings and 1%4 cents for authorized nonprofit mail- 
ings; the minimum for odd-size pieces would rise to 444 cents. 

I understand that these increases have been protested by the users of the 
bulk mail service on the grounds that they represent a 200 to 250 percent 
increase. 

I would like, first, to place these percentages in their proper perspective. 

In the case of the bulk pound rate proposals which I have advanced, the in- 
creases are substantially less than 250 percent, or even 200 percent. 

In 1928, when bulk rates were first approved for third class, the pound charges 
were 12 cents for circulars, and 8 cents for books, catalogs, and plants. The 
proposed rates are 21 cents and 18 cents, respectively, to be effective in 1962. 
These represent increases of 75 percent for the first category and 125 percent for 
the second. And these increases cover a span of 34 years. 1am sure this com- 
mittee will recognize that these percentage increases are well within the general 
increases in business costs since 1928. 

The higher percentage increase in pound rates for books, catalogs, and plants 
is necessary to equalize cost coverage within third class. On the basis of the 
rates enacted in 1958, cost coverage in the handling of these preferred-rate 
materials is only 47 percent. 

Now, let’s take the minimum-per-piece charge, which is of particular import- 
ance in the mailing of advertising circulars. The direct mail industry has pro- 
tested that the proposed increases are inequitable compared to the increases in 
first-class rates. 

Looking back to 1928, we had a 2-cent letter rate and a 1-cent minimum for 
circulars—a rate differential of 1 cent to reflect the preferential service for first 
class. At the 1-cent minimum rate, advertisers could mail a circular weighing up 
to 1.8 ounces. 

Now, let’s look at the proposals before this committee. The rate proposed for 
first class is 5 cents per ounce. The minimum-per-piece rate proposed for third 
class is 83% cents. So, the 1-cent rate concession granted to third class in 1928 
would actually increase to 11%4 cents. Moreover, while advertisers could mail only 
a 1.3-ounce piece at the minimum rate in 1928, they would be able to mail more 
than 2% ounces at the rate proposed for 1962. 

In somewhat different terms, direct mail firms will be able to get delivery 
service to any point in the country for a 2%4-ounce circular or catalog for only 
3% cents. If we had no bulk third-class rates, they would pay 8 cents for this 
service at the proposed single piece rate, or 15 cents at the proposed first-class 
rates. 

It seems to me that these substantial rate concessions give adequate recog- 
nition to any claims that third-class mail users may advance on behalf of a 
“deferred” or “‘fill-in” service. 

Percentages aside, I believe these facts demonstrate that third-class mail users 
would be relatively far better off under the proposed rates than they were when 
bulk rates were first established in 1928. 

As for ability to pay the proposed increases, I think there cannot be the 
slightest doubt for those who examine the facts. Direct mail does get results 
for its users. It is an effective and highly profitable medium. How else would 
we explain a fourfold increase in third-class mail since 1928. If it did not get 
effective results, surely its growth in the postwar years would not have ex- 
ceeded all other advertising media except television. 
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Direct mail is more than paying its way in terms of the sales profits it pro- 
duces. It is surely regrettable that it does not pay its way in the postal service 
as well. 


POSTAL RATE REVISION 


House OF REPRESENTATIVES, 
Washington, D.C., May 9, 1960. 
Hon, Tom Murray, 
Chairman, Committee on Post Office and Civil Service, House of Representatives, 
Washington, D.C. 

DeaR Mr. CHAIRMAN: The pending legislation proposed by this administration 
to increase postage rates gives me deep concern. 

My concern extended to personally canvassing the newspapers in the Third 
Congressional District in Nebraska, to ascertain just how much impact would 
occur. 

The results astounded me. 

In my district we have 4 dailies but a preponderance of small weeklies, 77 
in number. 

The results of this canvass, checked by the various local postmasters, indicated 
that the average mailing cost increase to these small weekly newspapers 
amounted to about 350 percent. 

This increase, in effect, will destroy many of these small weekly papers. 

When a small community loses its newspaper, there is not much left for the 
common thought. Newspapers, large or small, make communities. They are an 
instrument to progress and part of our early heritage. 

Without the printed word in our early building of this Nation, we would have 
failed in our destiny and purpose. 

Let us not destroy the community newspaper to balance a deficit in the Post 
Office Department. 

We should remember the Post Office Department was created about 200 years 
ago as a service and convenience to the taxpaying public, not as a source of 
Government revenue. 

Mr. Summerfield, in his earnest desire for public service, has apparently 
overlooked this fact. 

The community newspaper can be well compared to the family doctor. They 
rightfully belong as institutions, both dedicated to the public interest. 

I am unalterably opposed to any increase in first class mail. 

The average taxpayer, the principal beneficiary of first class postage, is 
earrying a sufficient load at this time. 

I will also oppose any increase in postage rates that will be detrimental to 
the best interests of the community newspaper. Editors of newspapers in 
Nebraska’s Third District have advised me that should this increase become 
effective, it will be necessary to pass on such increase to the subscribers, in order 
to survive. 

Because of the depressed condition of the economy in my congressional 
district at the present time, this would be an additional burden for my con- 
stituents to bear. 

May I respectfully urge, Mr. Chairman, that your committee, in your fore- 
sight and wisdom, not look with favor upon the pending legislation to increase 
first and second class postage rates. 

Yours sincerely, 
LARRY BROCK, 
Member of Congress. 


HousE OF REPRESENTATIVES, 
Washington, D.C., May 10, 1960. 
Hon. Tom Murray, 
Chairman, Post Office and Civil Service Committee, House of Representatives, 
Washington, D.C. 

Dear COLLEAGUE: This letter is prompted by the hearings which your com- 
mittee began today on H.R. 11140—a proposal to raise second class rates on 
mail. I wish to go on record as opposing any heavy percentage increases in 
these postage rates. Especially do I oppose any increases in postage rates 
for local weekly newspapers. 

There are within the 19 counties that comprise my Eighth Congressional 
District of Missouri more than 50 small weeklv ond other types of newspapers 
which will be affected if this proposal is enacted into law. 
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I do feel rather keenly that when a publisher takes on the job of putting 
out a newspaper, providing himself with the necessary buildings and equipment 
plus the personnel required to publish a paper that he may be assured that his 
Government will not greatly alter the pattern of postal rates to such an extent 
that his business will be adversely affected. 

I am in favor, Mr. Chairman, of retaining the provision for ‘free in-county 
mailing’ which has been on our statute books since 1872. As I understand this 
statute it came about as a result of the Federal Government’s desire at that 
time to try and help in the location of at least one printing press in each county. 
This was good and it has immeasurably assisted our counties as well as these 
publishers. Today when publishers, like everyone else, are struggling to main- 
tain their fiscal balances and meet the rising costs of production, I feel that this 
provision for free in-county mailing should be retained. 

I feel confident that you will understand my acute interest in this matter 
since there are so many of these small publishers in the large geographical area 
that comprises the Eighth Missouri District. 

Sincerely yours, 
A. S. J. CARNAHAN, 
Member of Congress. 


STATEMENT BY CONGRESSMAN FRANK E. SMITH OF MISSISSIPPI 


Mr. Chairman, I am very pleased to be able to speak to you and the members 
of this committee on postal rates. 

On March 28 I introduced H.R. 11416, a bill to raise third-class postal rates 
in successive stages over a 3-year period. When fully effective, this bill 
would place the third-class mail service on a self-supporting basis. 

In the postwar years, the deficits in the third-class mail service have ranged 
in excess of $300 million annually. And despite the increases enacted in 1958, 
this annual deficit is still close to $200 million. There is neither logic nor 
justification in continuing these huge annual subsidies to third-class mail. I 
urge this committee to take quick action to halt these oppressive deficits which 
have contributed so substantially to the $6.8 billion of postal deficts during 
the last 13 years. I urge this committee to take action for the following 
reasons: 

1. Third-class mail is primarily business mail and postal delivery costs 
should be paid just as all other business costs must be paid. 

2. Any deficit in third-class mail must be paid ultimately by the tax- 
payer or other users of the mail. This is directly contrary to the Postal 
Policy Act, which declared it to be an unfair burden on any users of 
the mail to compel them to bear the expenses incurred by reason of special 
rate concessions to other users of the mail. 

3. Direct-mail advertising yields profits far in excess of its costs to its 
users. There can be no question concerning ability to pay moderately 
higher postage charges. 

4. Higher postal operating costs, which stem mainly from the action of 
Congress, must be met by equivalent increases in postal rates. 

On this last point I should like to point out that since 1953 the Department’s 
annual operating costs have increased more than $900 million, for reasons 
other than expanding volume. The largest share of this increase occurred 
as a direct result of higher wage costs and fringe benefits enacted by the 
Congress. Rate changes, reimbursements for penalty mail, and the elimina- 
tion of airline subsidies improved the Department’s revenue position to about 
the same extent as the cost increases enacted by Congress. Improved effi- 
ciency and modernization in the Department have absorbed much of the higher 
costs attributable to greater volume. 

But the net effect of these changes has been to leave the postal service with 
about the same deficit it had in 1953. At that time the Post Office Department 
carried a loss of $2 million each working day. It still loses about $2 million 
each working day. 

I have been struck lately by the recurrence of a completely fallacious argu- 
ment regarding the Post Office. Since this argument has a direct bearing on 
this hearing, I should like to answer it. 

The argument is to the effect that all other agencies of Government show a 
deficit which is met by taxation, therefore why should the Post Office be unique 
among Government agencies in seeking to break even? 
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This argument is fallacious on several of its premises. 

The Post Office Department, by congressional directive, must operate on 
essentially a break-even basis. That was made clear in the Postal Policy Act 
of 1958. 

The Post Office, while not unique among Government agencies in its objective 
to operate on a break-even basis, is essentially and fundamentally different from 
those agencies which depend almost exclusively upon taxation for their oper- 
ating costs. 

The functions of these latter agencies can be broken down into such categories 
as judicial, regulatory, national defense, international relations, and so forth, 
All these functions are intangibles. They are incapable of being reduced to 
measurable units of service or benefit to the individual. These agencies are 
operated for the benetit of all citizens, without any direct charge to the users 
who are individually unidentifiable. 

I submit, Mr. Chairman and members of the committee, that it is the proper 
and historic function of taxation to collect from the general public the costs 
of Government which cannot be collected directly from the beneficiaries of the 
service rendered. 

But the Post Office is different. It provides a service of measurable value 
to individuals who seek such service and it charges a fee for such service. It 
is not, and it never has been, the function of taxation to meet such identitiable 
collectible expenses. 

Of course, there are some public services the Post Office performs—such as 
free mail to the blind, free-in-county, and so on. These public services are now 
being financed through direct appropriation from the general funds of the 
Treasury. 

Mr. Chairman, it is gross exaggeration to say that the Post Office is unique 
among Government agencies in that it seeks to break even in its financial 
operation. Other agencies which supply measurable services to identifiable 
recipients all seek to break even, at the very least. It is true that many ot 
these services, like the postal service, are not breaking even now. But it isa 
matter of congressional policy that these identifiable services should ultimately 
pay their way. Public Law 1387 of the 82d Congress spelled that out very 
explicitly. 

Numerous identifiable Government services pay their way. Let me cite just 
a few of these: 

AEC services to business, such as isotope sales. 

The St. Lawrence Seaway. 

The Panama Canal Company. 

The Washington National Airport. 

Testing services of the National Bureau of Standards. 

Sale of Government utilities. 

Oil and gas leases. 

Timber sales. 

Grazing sales. 

I understand that one of the direct-mail representatives who appeared before 
this committee cited the Patent Office as one example of an identifiable service 
which does not pay its way. That is perfectly true, just as it is true that third- 
class mail does not pay its way. But what this witness neglected to tell you is 
that legislation has been introduced in both the House and the Senate to make 
that service more nearly self-sustaining. The House bill, H.R. 2739, 86th Con- 
gress, has been reported out favorably. If that bill is approved, the charge of 
25 cents for patent copies will be increased 300 percent when the number of 
pages is in excess of 25. 

I trust that this committee will follow that same course in amending third- 
class postal rates. 

It seems to me that it is highly illogical to say that the Post Office, on the one 
hand, should charge fees to individuals for the services it performs for them— 
and then to say that the Post Office should not bother to eliminate its deficits. 
These two concepts cannot exist together. 

The logical alternative to a reasonable approach to a break-even operation is 
to argue that the Post Office shouldn’t charge any fees at all for its services. 
And I am sure that you, Mr. Chairman, and the other members of this committee 
will all agree that such a position would be absurd. 
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SraTEMENT OF E. F. McDerMort, GENERAL MANAGER, IDAHO FALLS (IDAHO) Post- 
REGISTER, AND CHAIRMAN, PosTAL AFFAIRS COMMITTEE, INLAND DAILY PRESS 
ASSOCIATION 


My name is BE. F. McDermott. I am general manager of the Idaho Falls 
(Idaho) Post-Register which has a circulation of 18,808 daily and 18,730 on 
Sunday. I present this statement, however, not primarily in behalf of the Post- 
Register but in behalf of the 478 newspapers which are members of the Inland 
Daily Press Association, because I am chairman of the postal affairs committee 
of the association. Except for six which are in Ontario, Canada, these news- 
papers are located in 22 States, principally in the North Central and Rocky 
Mountain areas, and our 472 member newspapers published in these States have 
a combined circulation of 12,937,032. 

The members of our association in the United States include 36 with circu- 
lations over 50,000 and 96 with circulations over 25,000. Well over half, 257, 
have circulations under 10,000. Four-fifths, 378, have circulations under 25,000. 

It is these smaller newspapers, and particularly the smallest of them, which 
would be hardest hit by the increases in second-class postage rates which have 
been proposed. I will give you several examples. First, however, let me say 
that if it can be proved that some increases in second-class rates applying to 
newspapers are justified, our members would not oppose them. We want to pay 
our way and do not favor any second-class postal subsidy. 

We do not believe we have such a subsidy now. 

For years the Post Office Department has charged daily newspapers with far 
too much of its deficit. 

For example, Congress created the rural free delivery service for the benefit 
of farmers and other citizens living too far from their post offices to call for 
their mail, yet the Post Office Department charges against second-class mail a 
large proportion of the cost of the rural delivery, actually more than it charges 
to first-class mail. 

In 1958 the Congress enacted the Postal Policy Act declaring that the Post 
Office is a public service and instructed the Postmaster General to separate the 
public service costs of his Department. The act further specified that such 
public service costs “should not constitute direct charges in the form of rates 
and fees upon any user or class of users of such public services or of the mail 
generally.” 

The Citizens Advisory Council to the Senate Post Office Committee of the 85th 
Congress itemized $392,400,000 of public service costs of the Department and in 
addition listed many other items to which it could not assign definite dollar 
values because accurate information was not available. 

In 1958 the Post Office Department, itself, calculated public service costs to 
total $171,259,000, not including anything for star route service and third- and 
fourth-class post offices, though the Postal Policy Act specifically names “the 
loss resulting from the operation of such prime and necessary public services 
as the star route system and third- and fourth-class post offices” as one of a long 
list of specifie public services of the Department. Now, however, the Post Office 
Department is asking Congress for an appropriation of only $49 million for its 
publie service losses for the fiscal year 1961 and it is on the basis of this greatly 
reduced estimate of its public services that the Department is claiming its huge 
deficit and demanding higher postage rates. 

In its current estimates of public service costs the Department is not includ- 
ing anything at all for star route service and its losses in operating the many 
thousands of small third- and fourth-class post offices which no private business 
would think of keeping open, but which the Department maintains as a public 
service. Several other specific public services named in the Postal Policy Act 
are also not included in the estimates. 

It should be pointed out that the Postal Policy Act declares that “the total 
loss resulting from” its long list of Post Office Department public services should 
be deducted to arrive at net costs for rate determination purposes But in 
estimating what it expects Congress to appropriate to cover its public services 
for the fiscal year 1961, the Post Office Department instead limits its estimates 
to “revenue losses.” 

The result of these failures of the Post Office Department to list properly its 
public service costs in accord with the Postal Policy Act of 1958 is to greatly over- 
state the amount of the postal deficit chargeable to second-class mail. So, our 
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position must continue to be that, until the Postmaster General complies with 
the Postal Policy Act of 1958 and until all public service costs are properly ac- 
counted for and not included in the Department’s allocations of charges against 
daily newspapers, we should never again be accused of receiving a subsidy or 
threatened with any such rate increases as are proposed in the bill before you, 

If the rates now proposed become effective they would have the effect of 
pricing many small daily newspapers out of the mails. 

Here is the way the new rates would apply to my newspaper's 6,587 mail 
subscribers : 


January 1961, 15-pereent increase already scheduled____-----_-__-______ . 34 


Second-class rates were increased 30 percent between 1952 and 1954, an 
additional 15 percent in 1959, and 15 percent more this year. Another 15-per- 
cent jump is slated for 1961 under the terms of a 1958 act of Congress. 

On the Post-Register last year the paper and ink costs for each subscriber 
amounted to $8.39. If you add that to the proposed total mailing charge of 
$4.11 you get $12.50 against our mail subscription rate of $13 per year, which 
is just about as high as a paper of our size can go for mail delivery. In other 
words we would have only 50 cents per year left to cover all our other costs of 
recordkeeping, addressing, bundling, and sorting for the post office, hauling to 
the post office, etc., for each subscriber. 

Now let me give you some figures furnished me by a number of other news- 
papers in our membership. 

The La Crosse (Wis.) Tribune, which has a circulation of 32,752 daily and 

2.617 on Sunday, has calculated the effects of the rate proposals as follows: 


Per subscriber 


The Tribune’s newsprint cost per subscriber is $8.05 annually. Add the news- 
print cost alone to the postage proposed and the total cost per year per subscriber 
would be $13.14 against the Tribune’s mail subscription rate of $12 per sub- 
scriber. Yet newsprint cost alone is only 17 percent of the Tribune’s total cost 
of producing its newspaper. 

“In other words,” writes the Tribune publisher, William T. Burgess, “we're 
losing our shirt on mail as it is and any further increase in subscription prices 
to the farmer will practically put an end to mail circulation, If Congress wants 
to solve its postal problem by eliminating rural route distribution of newspapers 
this bill is one good way to do it.” 

Let me quote now FE. C. Hayhow, publisher of the Hillsdale (Mich.) News 
which has a daily circulation of 8,470: 

“The Hillsdale Daily News paid $171.94 last month for second-class postage. 
If our bill had been computed on the basis of the Post Office Department’s rec- 
ommendation, our bill would have been $572.50. 

“Our bills vary little from month to month, so that a projection to cover a 
year’s costs has some validity. Such a projection shows our second-class costs 
would more than triple—from $2,063.28 to $6,S70. 

“While the proposed increases would hurt all newspapers, the small dailies 
and weeklies serving rural areas by mail would be the most seriously injured. 

“T don’t want a subsidy ; I want to pay my share of appropriate and legitimate 
postal charges, but until the Post Office comes up with a cost-ascertainment pro- 
gram which permits an honest determination for the various classes of mail 
service, I am going to continue to believe that present charges are adequate.” 

Kenneth B. Way, publisher of the Watertown (S. Dak.) Public Opinion, which 
has a daily circulation of 13,567, has analyzed the proposed increases as follows: 

“Our statement from the post office for the month of March was $1,027.10, 
Under the proposed rates our costs for the month of March would have been 
$2,260.19, a 120-percent increase. We think this is confiscatory. It would mean 
an increase of approximately $15,000 over a year’s period.” 


aa 
OSS 
= 
f 
= 
\ 


S with 
rly ae- 
gainst 
idy or 
you. 
ect. of 


mail 


. 34 
1.51 


4.11 


4, an 
5-per- 


“riber 
ge of 
Which 
other 
sts of 
ng to 


hews- 


and 

criber 

$2.94 

1. 80 


5. 09 


1eWS- 
riber 
sub- 
cost 


we're 
rices 
yants 
ipers 


tage. 
rec- 


era 
costs 


ilies 
nate 


hich 
WS! 
7.10, 
been 
1ean 


POSTAL RATE REVISION 301 


H. J. Waters, Jr., publisher, Columbia (Mo.) Daily Tribune, which has a cir- 
culation of 10,596, says: 

“We figure that the proposed postal rate increase would make a difference of 
$1.60 per subscriber per year on Tribune subscriptions in the county and $1.54 
on subscriptions outside the county. Because of our competitive situation we 
cannot raise subscription rates. Therefore, the increase in postal rates would 
have to be absorbed. In our case this would amount to something over $40 per 
week, or $2,080 per year. 

“Also in the Tribune’s case, we do part of the work of delivering our papers 
that go out by mail, which offsets to a large degree the work of the local post 
office. We haul more than half of the papers going to adjoining counties. Nev- 
ertheless, we are still paying full postage on these papers. I am sure that 
a similar situation exists in the cases of many newspapers throughout the 
country.” 

Gordon K. Bush, publisher, Athens (Ohio) Messenger, which has a circulation 
of 15,657 daily and 17,458 Sunday, writes: 

“We have calculated that our monthly post office bill would increase from the 
present figure of around $621 to $1,407, an increase of 226 percent, if this 
proposed change went through. 

“The result is obvious: We would just have to cut out all mail subscriptions, 
because we certainly could not increase the subscription prices sufficiently to 
cover such postage charges. 

“Tf the intention of the Congress is to restrict the dissemination of news and 
information furnished by newspapers, they are going at it the right way.” 

Robert Petteys, general manager, and Everett Dawson, circulation manager of 
the Sterling (Colo.) Journal-Advocate, which has a daily circulation of 6,444, 
put it this way: 

“Our March 1960 postage bill for mailing of newspapers was $259.30. Under 
the new proposals this amount would be increased by the amount of $379.90 to a 
total for the month of $639.20. This is in the area of 145 percent increase. Let 
us point out that this does not include the 15 percent already scheduled to take 
effect January 1, 1961, and that second-class postage rates were increased 15 
percent in 1959 and 15 percent in 1960 and other increases were made previously 
in the 1950's. 

“Almost 50 percent of our 6,444 circulation must be distributed through the 
mails, of which a large portion goes right here in northeastern Colorado. We 
find it economically impossible to distribute by any other means, but we 
seriously doubt that we will be able to assume this added postage cost without 
passing it along to our subscribers, many of whom will in turn drop their sub- 
scriptions because of the high cost. We can say in all sincerity that we believe 
these new proposed rates will help to price us right out of the business.” 

V. R. Blackledge, business manager of the Scottsbluff (Nebr.) Star-Herald, 
which has daily circulation of 13,867 and Sunday circulation of 13,966, gives the 
same sort of startling figures, and makes a couple of interesting points about 
the bill before you. I quote: 

“The provisions of H.R. 11140 would make large increases in mailing costs for 
daily newspapers without any effort to establish what correct handling costs 
actually are. Most affected would be small daily newspapers and rural route sub- 
scribers, since large, metropolitan dailies make comparatively little use of 
mail delivery. 

“With the help of our postmaster, I figured our January and February 1960 
mailing costs on the basis of the rate increase already scheduled for 1961, plus 
the increase proposed in bill mentioned above. Our January 1960 bill of $734.96 
would be $812.03 if figured on the 1961 rates already approved. If figured on the 
1961 rate plus the increases proposed in H.R. 11140, the bill would be $1,296.85. 

“Our February 1960 postage of $669.94 would be $741.13 on the 1961 rates and 
$1,102.22 if the increases proposed are put into effect. 

“A part of this increase we are quite willing to accept—namely, the increase 
already scheduled for 1961 and the proposal in H.R. 11140 which would eliminate 
any ‘free in county of publication’. We do not want the free-in-county privilege. 
But we think any further increases should be based on and justified by the true 
cost of handling daily newspapers through the mails, not by the cost of 
handling all second-class matter. nor by the overall cost of operating the Post 
Office Department. Let newspapers pay the full cost of mailing newspapers, but 
do not charge them with any part of the cost of mail carried free for Government 
agencies or at reduced rates for charitable organizations.” 
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Finally, Loring C. Merwin, president of our association and publisher of the 
Bloomington (Ill.) Pantagraph, which has a daily circulation of 39,881 and Sun- 
day circulation of 35,347, writes as follows: 

“A farm reader of the Pantagraph pays $11.50 per year for his 6-day paper. 
The three annual increases voted by the 1958 Congress have already increased our 
postage cost per subscriber from $1.71 (about 10 percent) to $2.42 (almost 25 
percent). The proposal would more than double this—to $4.88 (almost 50 per- 
cent of the total subscription price). 

“The Pantagraph wants no postal subsidy, nor I believe does any other 
self-respecting newspaper. We have consistently urged that the free-in-county 
provision be eliminated and that the Post Office Department ascertain the true 
cost of handling daily newspapers so we can pay our own way. 

“Since 80 percent of all our mail copies (and we are typical) is delivered in 
our own trucks direct to outlying post offices at no expense to the Postal Depart- 
ment, the cost of handling our papers is relatively small.” 


WASHINGTON, D.C., May 9, 1960. 
Hon. Tom Murray, 

Chairman, House Post Office and Civil Service Commission, 

House Office Building, Washington, D.C.: 


Acting officially for our nationwide membership, all independent business and 
professional men—voting members, totaling in excess of 150,000, we oppose 
any increase in postal rates at this time, and particularly as it applies to first- 
class rates. 
It is our understand that first-class mail pays for itself. Therefore, to in- 
erease postal rates at this time will be just another load small business will 
have to carry. 
Will you kindly make this message a part of the record of the hearing? 
GEoRGE J. BURGER, 

Vice President, 

National Federation of Independent Business. 


CoLtumsus, OnI0, May 16, 1960. 
Tom Murray, 
Chairman, Post Office Committee, 
House of Representatives, Washington, D.C.: 
By action taken at the annual meeting of Printing Industry of Ohio held 
May 14, the members of which are producers and users of printed second- and 
third-class mail, authorized the sending of this telegram vigorously opposing 
a further increase in such rates at this time due to the unfair impact such an 
increase would have on the current business economy. 

R. Rem VANCE, 
Executive Secretary, Printing Industry of Ohio. 


THE CoLuMBIA DAILY TRIBUNE, 
Columbia, Mo., April 16, 1960. 

Representative Morcan M. MouLper, 

House Office Building, 

Washington, D.C. 

DEAR MorGaNn: I am writing to protest the proposed large increase in second- 

class postal rates, which would place a heavy burden on newspapers throughout 

the country, particularly small newspapers that are least able to bear the 

increase in cost. 

For your information I am enclosing a current bulletin issued by the Inland 

Daily Press Association, which is the best informed organization in the country 

on the problems of small- and medium-sized newspapers. 

The estimate of the increase in cost to newspapers in the Inland Bulletin 

corresponds very closely to our own computation. We figure that the proposed 

postal rate increase would make a difference of $1.60 per subscriber per year 

on Tribune subscriptions in the county and $1.54 on subscriptions outside the 

county. Because of our competitive situation we cannot raise our subscription 

rates. Therefore, the increase in postal rates would have be be absorbed. In 
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our case this would amount to something over $40 per week, or $2,080 per year. 

Also in the Tribune’s case, we do part of the work of delivering our papers 
that go out by mail, which offsets to a large degree the work of the local 
post office. We haul more than half of the papers going to adjoining counties. 
Nevertheless, we are still paying postage on these papers. I am sure that a 
similar situation exists in the cases of many newspapers throughout the country. 

We on the Tribune will appreciate very much your help in preventing passage 
of the proposed second-class postal rates, which would work a real hardship on 
small newspapers. 

With kindest regards, I am, 


Sincerely, 
H. J. Waters, Jr., Publisher 
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The Inland Daily Press Association 


7 SOUTH DEARBORN STREET ~ CHICAGO 3, ILLINOIS ~- PHONE STATE 2-0512 


Published by the Association exclusively for its member newspapers. Do not reproduce without 
permission. Contents do not represent views or recommendations of The Inland unless so stated 


EDITOR—WILLIAM F. CANFIELD, GEN. MGR; RESEARCH EDITOR—-JOHN CALLAN 


How Much Will Your Postage 
Costs Jump If Proposals Pass? 


Increases of $1.51 and More Per Subscriber Are Estimated by Inlanders 

Who Have Studied the Post Office Department Recommendations. 

Would the increases in second class per copy. All matter for delivery at the 
postal rates recommended by the Post office of mailing by city or village letter 
Office Department—and shortly to have carriers will pay per-copy rates of 1 
hearings before the House Post Office cent (less than 2 ounces) or 2 cents (2 
Committee—increase your postal costs ounces or more). Zone-pound rates apply 


40°; in line with the Postmaster Gen- if higher than l-cent or 2-cent per-copy 
eral’s statements or actually by much rates. 
more; 


“Non-Local Deliveries.—With the ex- 

Some publishers who have studied ception of specified classroom and non- 
the proposals have expressed shock at profit publications, all non-local matter 
what would happen to their postage i] pay the existing zone-pound rates 


costs. shown below plus a charge of one-half 
You can find the answer for your cent per piece. 

newspaper by breaking down your mail 1960 1961 

circulation against the following official 

summary of the second class section of Nonadvertising ......... 2.3¢ 2.5¢ 

the rate increase bills (the same bill— Advertising: 

H. R. 11140 and S. 3192— has been in- Zones 1 and 2 ..< +: 2.6 3.0 

troduced in both houses of Congress): 3.0 4.0 
“Local Deliveries.—County rates dis- 5.2 6.0 

continued. All matter for delivery at the 8.0 

original entry office through post office Oe ee eee 8.7 10.0 

boxes, general delivery or by rural or C2 Se) eee 11.0 12.0 

star route carriers will pay one-half cent Sere 12.5 14.0 


Does Your Congressman Know How Rate 
Proposals Would Affect Your Newspaper? 


For the guidance of the Inland Postal Affairs committee, please send us 
promptly: 

1. Your analysis of what the proposed second-class rate increases would do 
to vour postage costs. 

2. Copies of any letters you write your members of Congress and any edi- 
torials relating to the postal rate proposals. 
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“Nonprofit Publications.—Will pay 50 
percent of the prevailing rates for regu- 
Jar publications. Carrier-delivered local 
mailings will pay the per-copy rates if 
these are higher. 

“Classroom Publications.—Will pay 50 
percent of the prevailing rates for regu- 
lar publications. Carrier-delivered local 
mailings will pay the per-copy rates if 
these are higher.” 

“If the rates now proposed become 
effective they would have the effect of 
practically pricing the daily newspaper 
out of the mails,” Chairman E. F. Mc- 
Dermott of The Inland’s Postal Affairs 
Committee, publisher of the IDAHO 
FALLS (Ida.) POST-REGISTER, has 
written his Congressman. 

Here is the way the new rates would 
apply to the Post—Register’s 6,587 mail 
subscribers, according to Chairman Mc- 
Dermott’s calculations: 


Present rate per year per sub- 


January, 1961, 15% increase 
already scheduled ....... 34 
Proposed increase ......... 1.51 


Pointing out that second class rates 
were increased 30% between 1933 and 
1955, plus 15% in 1959 and 15% in 
1960, and that another 15% jump is 
slated for 1961 under the terms of a 
1958 law, Chairman McDermott also 
told his Congressman: 


Paper, Ink, Postage Would Be $12.50! 


“We figure that for last year the paper 
and ink cost for each subscriber 
amounted to $8.39. If you add that to 
the mailing charge of $4.11 you get 
$12.50. Our mail subscription rate at the 
moment is $13.00 per year, and that is 
just about as high as a paper of our 
size can go for mail delivery. That 
means we have $.50 per year left to 
cover all the costs of record keeping, 
addressing, bundling and sorting for the 
postoffice, hauling to the postoffice, etc. 


“I have heard from publishers in other 
areas who have applied the rates against 
their own circulation, and in every in- 
stance the answer is the same. This in- 
crease, which affects largely farmers and 


people served by the small postoffices, 
likely means the end of most of our 
rural circulation. The farmer just can’t 
pay that much for his daily newspaper. 


“Aimed at Smaller Papers” 


“Another thing, this increase is aimed 
directly at the smaller newspapers. The 
larger ones use carrier systems where 
the population is heavy enough to sus- 
tain routes, and let the other areas go. 
It is papers like ours which cater to the 
farmers on the widely separated farms 
that use the rural free delivery service, 
although it is not free to us. 

“The newspapers as a whole do not 
want a subsidy. They want to pay their 
way, and they think they do. It is their 
contention that if the Post Office De- 
partment had a different system of fig- 
uring costs they would find that the 
newspapers are paying their own way as 
well as a part of the cost of handling 
magazines and other mail admitted 
under the second-class permit.” 


Another member of The Inland Postal 
Affairs Committee and its former chair- 
man, William T. Burgess, publisher, LA 
CROSSE (Wis.) TRIBUNE, has esti- 
mated the effects of the rate increases 
on his paper as follows: 


rates) $2.94 per subscriber 
1961 increase, Add.. .35 


Proposed increase .. 1.80 
$5.09 per subscriber 


“If this bill goes through it may be 
the death knell of a great deal of our 
mail circulation,” Bill writes. “Papers of 
the Middle West and Far West, and in 
the smaller communities particularly, are 
going to be greatly affected. 


“One clause, if I read it right, is the 
killing factor. It states: ‘Non-local de- 
liveries—with the exception of specified 
classroom and non-profit publications, 
all non-local matter will pay the exist- 
ing zone pound rate shown below PLUS 
a charge of 14¢ per piece.’ 


“In the past we have paid either the 
piece rate OR the zone pound rates, 
whichever were larger. This would add 
14¢ per piece in addition to the pound 
rates. 
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“Non-local matter means to me all 
mail deliveries outside of the La Crosse 
post office itself, in our case... . 


“Our paper will average 115 pounds 
per year per subscriber. The newsprint 
cost per subscriber is $8.05. Add the 
newsprint cost alone to the postage pro- 
posed of $5.09 and the cost to the La 
Crosse Tribune per year per subscriber 
would be $13.14. We now charge $12 
per subscriber for mail and are propos- 
ing $13. Yet, newsprint cost is only 17% 
of our total cost. 


“In other words, we're losing our 
shirt on mail as it is and any further in- 
crease in subscription prices to the 
farmer will practically put an end to 
mail circulation as we now know it. If 
Congress wants to solve its postal prob- 


lem by eliminating rural route distribu- 
tion this bill is one good way ‘to start 
the move.” 


Small Daily’s Increase Put at 520‘! 


Another member of the Inland Postal 
Affairs Committee, Deemer Lee, pub- 
lisher, ESTHERVILLE (Ia.) NEWS, 
which has a circulation of 3,848, writes 
as follows: 

“I asked a postal clerk to figure for 
me what effect this would have on our 
rates and he came up with the astonish- 
ing increase of $34 per week, an increase 
of 520%. I cannot believe this is true 
but he went over his figures with me 
quite carefully and assured me that this 
is the case.” 

(Ed. Note—National Editorial Associa- 
tion bulletins report similar estimates 
from more than one small daily and 
weekly newspaper.) 


“Learn the Costs, First’? Inlander’s Editorial 
Urges, Quotes Resolution Against Subsidy Charge 


“Learn the Costs, First,” was the 
heading on a March 15 editorial in the 
VALPARAISO (Ind.) VIDETTE-MES- 
SENGER. Its general manager, Avery 
B. Weaver, is a member of the Inland 
Postal Affairs committee. 

The editorial reviewed Postmaster 
General Summerfield’s recent postal rate 
proposals and continued as follows: 

“But so far Summerfield has not com- 
plied with orders contained in a Postal 
Policy Act in 1958, requiring the Post 
Office department to determine accu- 
rately the cost of the service rendered 
each class of commercial users of the 
mail. The act requires the Post Office to 
report to Congress every two years on 
the costs of handling various classes of 
mail. 

“How can the Post Office department 
claim in one statement that second class 
mail or third class mail is not paying its 
way, and in another say that rates on 
these two classes have to be boosted in 
order to wipe out a deficit of the depart- 
ment, when costs have not been deter- 
mined? 


“We believe the resolution passed 
unanimously by the Inland Daily Press 
Association at its February meeting in 
Chicago, states the case plainly. It reads: 

““The members of the Inland Daily 
Press Association do not favor a second- 
class postal subsidy and do not believe 
we have one now. 


We believe we are being accused 
of a subsidy because of the free in 
county privilege—which we do not want, 
because the Post Office department will 
not separate from the costs of handling 
daily newspapers the costs of handling 
weekly and monthly magazines, and be- 
cause we must bear most of the cost of 
distributing religious and charitable pub- 
lications. 


The members . . . once again urge 
the Postmaster General to institute an 
accounting procedure which will ascer- 
tain the true cost of handling daily 
newspapers and, after that cost has been 
determined, will pass it along to the 
daily newspapers using second class 
mail. We want to pay our own way.” 
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ANPA Also Hits ‘‘Subsidy Diatribe,”’ and Failure 
Of P.O. to Comply with Postal Policy Act 


(Text of April 6 ANPA Press Release) 


American Newspaper Publishers Asso- 
ciation today criticized management of 
the Post Office Department for failure 
to comply with the Postal Policy Act of 
1958. 

Ralph Nicholson, publisher of Dothan 
(Ala.) Eagle and chairman of ANPA 
Postal Committee, said in a statement 
that daily newspapers “are outraged by 
repeated charges that they are being 
subsidized through present second-class 
mail rates.” 

He said “newspapers invite those who 
reiterate the subsidy diatribe to prove 
it, but they never do. This is conviction 
without trial, an irksome occurrence.” 

For many vears, ANPA has taken the 
position that daily newspapers want no 
subsidy from government in any form, 
and that newspapers want to pay all 
the costs of handling their second-class 
mail but not costs that belong elsewhere. 

Text of ANPA statement by Mr. 
Nicholson follows: 

The daily newspapers of America 
are concerned over the lack of prog- 
ress in Washington toward sound 
management of the Post Office De- 
partment and outraged by the re- 
peated charges that they are being 
subsidized through present second 
class mail rates. 


The Congress clearly marked the 
way to the objective in its Postal 
Policy Act of 1958 which declares 
that each class of mail bear its own 
cost and that the expense of “Public 
Services” rendered by the Post Office 
be defraved by specific appropriation. 

Instead of complying, the Depart- 
ment proposes additional increases on 
some classes of mail, far above cost 
of handling same, in order to offset 
alleged losses in serving other users, 
and again it fails to compute soundly 
the cost of its “Public Service” activi- 
ties. 

Why sound management, which in- 
cludes fairness to the public it serves, 
has not long since replaced confusion 
and distortion seems almost incon- 
ceivable. One of the long existent in- 
equities is the charge of subsidy 
against newspapers, in spite of the oft 
repeated declaration from United 
States dailies that they approve the 
Postal Policy Act of 1958; that they 
want no subsidy from the Post Office 
and believe they receive none. The 
newspapers invite those who reiterate 
the subsidy diatribe to prove it, but 
they never do. This is conviction with- 
out trial, an irksome occurrence. 


Postal Rate Hearings Definitely Set for 
May, National Editorial Association Reports 
(From April 8 NEA Washington Bulletin) 


For a few hours today it looked as if 
the postal rate outlook had taken a sharp 
turn for the better, due to a false report 
that the House Post Office Committee 
would delay rate increase hearings until 
after consideration of a controversial 
matter relating to mail transportation by 
train or plane. 

The Congressional Record for April 7, 
in a summary of decisions taken by the 
postal group in executive session yester- 
day, reported as follows: “The chairman 
announced hearings on the transporta- 
tion of mail following Post Office and 
Civil Service salary increase hearings 


presently being conducted.” 

This made it look as if rate hearings 
would be postponed, despite an earlier 
vote that pay hearings would be con- 
cluded by April 30 with rate hearings to 
follow as soon as a pay bill is reported. 
One local newspaper so reported today. 
But it turns out it is all a mistake, and 
the next Record will carry a correction. 

A member of the staff of the House 
Post Office Committee explained that 
the staff misunderstood the action of the 
committee, and that rate hearings would 
definitely begin in May, before the 
transportation problem is probed. 


308 POSTAL RATE REVISION 


THE JOHN E. WoLF Co., 
Oklahoma City, May 17, 1960, 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
Washington, D.C. 

Dear Sir: It is our understanding that hearings are now being conducted in 
regard to further increases in postal rates. Flease accept this letter as an 
application to attend these hearings as a witness in opposition of the rate in- 
creases. However, in the event that time does not allow my presentation to your 
committee, because of the many other witnesses being scheduled, please have 
this letter placed into the records. 

Over our strong protests, and the protests of many well-informed individuals 
throughout the country, third-class mail rates have increased in ill proportion 
to the other increases in postal rates. For instance, with the scheduled increase 
of one-half cent, due July 1, third class mail rates will have increased 150 per- 
cent in the last decade, while first class mail rates have increased 3314 percent. 

We wish to approach this problem, as sound-minded individuals, who wish to 
pursue a practical course for our business planning. The subject of this cor- 
respondence comes under the immediate future for our company, its employees, 
and our many clients, who are small businessmen. 

When the 2-cent third class mail rate went into effect January 1, 1959, we 
immediately launched a very aggressive sales campaign, in order to bolster our 
company’s business against this increased media cost. By the way, we are in 
the business of direct mail advertising, sold to small businessmen, to sell their 
services and products. 

Nevertheless, in spite of this sales campaign effort, our employment of Okla- 
homa personnel has been reduced by approximately 30 persons. This has been 
about 25 percent of our employment. Therefore, it’s plain to see that postal 
rates have affected, directly, Oklahoma individuals, and the end is not in sight, 
it seems. 

However, it would seem that the report sent to your committee from an out- 
side agency, which summarized the survey made by both the Department of 
Commerce and Small Business Administration, has been led to believe the 
“increase in third class bulk mail rates had no significant adverse effect on the 
competitive position or the economic status of small business.” 

This statement is certainly not valid, from our experience with the 1,000 small 
businessmen whom we serve, and our own company, Which is classified as a small 
business. It has affected our level of operation very severely, and the small 
businessmen have complained to us that their primary means of communication 
with their customers and to further their products to their limited market, has 
been stripped from them, due to increased media cost of third class mail rates. 

Therefore we offer to this committee a statement based on experience in the 
field, with 1,000 clients and our own business. Believe us, the increase in third 
class bulk mail rates, has had a very significant adverse effect on our competi- 
tive position and the economic status of the small businessmen whom we serve. 

If the impact studies conducted by the Department of Commerce and Small 
Business Administration indicate other than my statement, we feel that some 
error has been created in the sampling process. Any national statistics, in non- 
biased periodicals (such as U.S. News & World Report, Advertising Age, etc.) 
have indicated that direct mail advertising volume declined in 1959 a total of 
over 2 percent, at the same time when other advertising media were up 10 percent, 
and the economy was booming. This decline in direct mail volume was the first 
in 50 years. 

Therefore we urge the committee to study the nonbiased periodicals to have 
this indication verified, of a decline in mail advertising volume, which is the 
primary media for the small businessmen. Many businessmen cannot afford to 
conduct advertising through mass media, since he has a very limited market 
which would create a waste in exposure by mass media advertising outlay. 

As a businessman, if we were running the postal department and had to cover 
our costs in some manner, we would have a choice of either (1) increasing our 
price to cover such expenses, or (2) to increase our volume to cover our large 
overhead and carrier routes. 
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If the postal department was in a competitive position, the election of No. 1 
would place them out of the market. No. 2 would have to be the sound business 
decision, particularly based on an expanding population and use of the mails. 

Regretfully, the postal department has elected No. 1. All informed direct 
mail people warned that postal revenue will openly show a decline in the ex- 
pansion on which the postal system is based, or services. This decline was ef- 
fective in 1959, and should be compounded by any further rate increases. 

Truthfully, with the extra one-half cent scheduled July 1 on third class mail 
rates, we expect our volume to dwindle to the point so that an additional 15 
to 20 persons may be laid off and other belt-tightening procedures will be en- 
acted by our company. 

In discussing this problem with other business personnel in our community, 
we have arrived at the arbitrary figure of 100,000 Oklahoma individuals being 
affected by the high postal rates. I’m not referring to the homeowner, ete. I’m 
referring to the people who are in the direct mail advertising business, whose 
jobs depend upon it; the envelope and paper manufacturers, and sales repre- 
sentatives, whose high standard of living depends upon supplying this industry, 
the many printing personnel, ink suppliers, and associated people whose pros- 
perity all depend upon a high volume of direct mail material. 

This did not include the effect on our small businessmen clients, whose activity 
in merchandising their product, will be severely curtailed by this increased cost 
of media transmission. 

After seeing our company laying off 30 people, our profits narrowed consider- 
ably to the point that revenue to Oklahoma and also to the U.S. Government, is 
being affected severely in the form of income tax reductions, we have two per- 
tinent objectives: (1) Cancel the %4-cent scheduled increase in third class bulk 
rates, set for July 1, 1960, if possible; (2) fight against any further postal rate 
increases in first and third class mailings. 

It is our understanding that Congress has passed into law that the Post Office 
will be conducted as a service and not as a pay-as-you-go plan. 

If the Post Office must be a profitable business, why not abolish the 38,000 
post offices going into the red? Rural free delivery operates at a huge loss. 
Why not abolish it? The many other free services the Post Office conducts are 
labeled “deficit.” 

The law of 1958 has labeled the Post Office as a public service, and has allo- 
cated a proper amount of charges for services conducted. Mr. Summerfield, as 
is my understanding, has not separated this amount from his figures, but a 
lesser amount. 

Therefore, we urge that consideration be given to following the Public Service 
Act of 1958, and that the committee may recommend a cancellation of any rate 
hikes proposed for the future. 

Please remember that the Federal Government is concerned with its overall 
budget and a means of meeting that budget by receipt of tax and other revenue. 
By curtailing the direct mail industry and small-businessmen’s merchandising, 
through this media, right now, the income tax to be received from our employees, 
our own business, and the many suppliers and other businesses along our lines, 
will more than offset any additional revenues the Post Office may obtain through 
increased direct mail rates. 

Remember, that projecting a 1-cent increase or a %-cent increase on a given 
amount of volume is not a valid assumption. Actually, even though we will re- 
sist a dwindling volume by continued concentrated sales efforts, we feel certain, 
from experience, that direct mail volume will dwindle. 

Please accept the aforementioned statements as our concern and recommen- 
dation to your committee. To give you an indication of our volume, we are now 
distributing approximately 12 million pieces of third-class material. We have 
testimonials from about 1,000 of our clients, indicating that our direct mail has 
been responsible for enhancing their service sales and product merchandising. 

We sincerely hope that your committee will undertake to vigorously resist 
this legislation, which, in our opinion, is aimed at “legislating” our industry 
out of existence. 

Again, may we request that this letter be entered into the records in the 
event that my appearance cannot be scheduled. 

Sincerely, 


Tuomas C. WOLF, 
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IDEALS PUBLISHING Co., 
Milwaukee, Wis., May 19, 1960. 


Hon. Tom Murray, 

House of Representatives, 

Washington, D.C. 

Goop Morning, Mr. Murray: As a member of the 25-man House committee 
now considering postal rates, I want to send this note directly to you for your 
sincere and deep consideration. 

May I say that in the 15 years in which the Ideals Publishing Co. has been 
in business, this is perhaps the first time that we have made a direct contact 
with our Representatives in order to help them become more aware of the rela- 
tionships between postal rates and our own business. In order that you may 
know the caliber of the material that we publish and sell by direct mail, I enclose 
a copy of our current issue, “Hometown Ideals.” 

The overwhelming majority of direct mail businesses, similarly, as we do, 
object very strongly to the tag of “junk mail’ that some uninformed people asso- 
ciate with classifications of mail other than first class. I am sure it is very 
evident to you that the selling devices that we use in order to sell on a national 
basis our Ideals publications certainly cannot fit this vicious terminology. I 
have read with a great deal of interest the McKinsey report that was prepared 
for your consideration. 

I should like to say that this very comprehensive report has a great deal of 
merit. However, in many instances some of the facts are subject to becoming 
misconstrued. With the postal increase in third-class bulk rate, from a minimum 
of 2 to 2% cents per mailing piece, an increase of 25 percent, we are thoroughly 
convinced that our business as well as otber direct mail businesses will be seri- 
ously affected. 

Do keep in mind that third-class bulk mail is a deferred service which does 
not enjoy rapid handling by the postal department, as first-class mail is given 
top priority. Deferred mail is processed only after all of the first class has been 
properly routed, regardless of whether this involves an hour’s delay or delays 
that can be counted in weeks, dependent on the flow of first-class mail. Yes, 
we have concrete evidence that in some cases, third-class bulk-rate mailing 
pieces, even for short hauls, are not delivered in some cases until either 3, 
4, or 5 weeks in exceptional delivery times. 

In addition, in our own operations at the Ideals Publishing Co., we have a 
large building which handles our individual mailings that can vary from 10 
pieces to 10 million. It is really a small post office operation for which we bear 
the entire expense. 

Our own staff faces, sorts, identifies, and ties each packet of third-class mail 
according to very strict postal requirements. We sack all of this mail—the 
sacks being properly identified according to break bulk destination. We pay for 
the cost of delivering all of this mail to the local post office where it is ready for 
immediate shipment, simply by inspection of the tag on the bag for proper 
routing. The post office requirement is to sign a receipt and verify the weight. 
Obviously there is an absolute minimum of cost by the postal department 
involved in handling these large shipments of mail prior to the time that it is 
put on trucks, trains, or planes for delivery to the secondary postal point. 
Compare this with the first-class expense that the post office must bear. At 
postal expense the carrier picks up unsorted mail at letter boxes. Postal trucks 
earry the mail to central post offices. This unsorted mail floods into the post 
office where clerks must face them and feed them on conveyor belts. This is 
all at postal expense. Machines cancel the stamps—clerks remove the canceled 
mail from the machines and then begin the chore of sorting each piece of mail 
not only by address, but by the types of delivery. Postal clerks tie, sack, and 
weigh all of this mail ready for transport. Then the post office trucks carry the 
mail to trains, planes, and trucks. 

Yes, these are expensive operations. We third-class users are absorbing a 
tremendous cost that the postal department does not have with third-class 
mail but which are obviously very expensive in the handling of first-class mail. 
The McKinzie report makes this comment, “At 4.06 cents, the cost of the 
average piece of third-class mail (on an adjusted 1959 basis) was just slightly 
under the 4.09 cents for first-class mail.” Obviously this survey was made 
with the counsel of people who are not familiar with what we in business 
experience every single day. 
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Another comment by the McKinsey report: “Postal rate changes in the past 
have had no apparent effect on the competitive position of direct mail as an 
advertising medium. Furthermore the level of postal rates at which the com- 
petitive position of direct mail would be affected in relation to other media ap- 
pears to be some point well above current rates.” 

We in the publishing business at Ideals do not support this statement, simply 
because an increase in third-class bulk rates will limit very definitely the numbers 
of contacts that we can make to keep our dynamic growth at the present rate. 
We reach a point very quickly where the use of direct mail with its growing 
postage expenses prices us out of that market. This affects seriously the number 
of employees whose services we use constructively as our volume of sales 
diminishes. 

Another point by the Department of Commerce, dated March 30, 1960, Secretary 
Mueller stated: “These are that the rate increase has no appreciable effect on 
the economy as a whole and no significant impact on the users of third-class 
bulk mail generally.” It is impossible to believe that that statement came after 
verification of these facts if a third-class-mail user had been contacted. In 
essence it contradicts every economic law with which we work each day. 

At the present time a new rate, 2% cents goes into effect on July 1, 1960. 
This third-class-mail classification is the lifeblood of literally thousands of 
organizations throughout the country who bring services and/or products to the 
entire Nation that in many cases would not be made available to them. It dis- 
seminates literature, educational materials, and other quality products that add 
so very much to the stability of employment and the earning power of the Nation. 

If this phase of our economy is constantly penalized by surveys that do not 
disclose the true factors of third-class-mail functions or by slanderous remarks 
as to the quality of the materials that are sold through the third-class mail, I am 
sure that the healthy climate of growth and prosperity of the third-class mail 
users will seriously affect our nation. 

In your investigations, please heed the remarks made by the Associated Third 
Class Mail Users simply because of the fact that we have always found their 
factual surveys and/or factual recommendations to be absolutely valid. If third- 
class rates continue their upward strides toward a comparable rate with first- 
class mail, we are convinced that the postal department would be unable to handle 
any mail except on a deferred basis. 

You are fast approaching this point where third-class users will prefer not to 
set up these expensive postal departments in their own organization because the 
cost of these operations, plus the high third-class rate will begin to exceed the 
actual out-of-pocket costs of first class. 

We are confident that your committee will examine all of the true factors and 
keep the third-class rates at an economical rate based on true costs. 

Sincerely, 
Joun H. HAFEMEISTER, 
Assistant to the President. 


Lincoin Letter SERVICE, INC., 
New York, N.Y. 
Hon. Tom Murray, 
Chairman, House Post Office Committee, 
Washington, D.C. 


Dear Mr. MurrAy: As a small businessman with approximately 100 employees 
I would like to state my views concerning our postal problems. 

At this time I won’t take up your precious time by going into the inequities 
involved in postage increases as I am certain you must be familiar with them 
by now. 

However, I would like you to consider the repercussions that this postal hike 
will have on our precarious economy. 

Tens of thousands of workers are directly affected by the direct mail adver- 
tising and mail order industries. These two industries move billions of dollars 
worth of goods and purchase millions of dollars worth of supplies such as printing, 
paper, mailing services, etc. The printing industry alone is one of the largest, 
if not the largest, in our country. The backup of unemployment that this can 
cause is tremendous, in my opinion. 

For instance, one of our customers who is in the mail order business mails 20 
million pieces each year which he divides among several competitors and myself. 


| 
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His average cost for mailing is about $75 per thousand. Therefore, aside from 
his postage cost of $20 per thousand, he spends $1,500,000 each year on purchasing 
paper, lists, printing, and mailing services. With the contemplated postal hike 
to $25 per thousand he will no longer afford to use marginal lists which won't 
bring him a decent return. He consequently estimates that this year he will 
mail one-half the amount and may spend the remainder of his budget in news- 
papers, radio, and TV. Therefore, this coming year he will purchase $750,000 
less on paper, printing, mailing services, envelopes, etc., Which will put at least 
75 people out of work. In addition he will spend $450,000 less with the Post 
Office and I am willing to wager that they will have a bigger deficit next year 
as a result. 

This one example multiplied by thousands of others in various degrees will 
— a hole in our economy that no additional 10 billion of defense spending 
will fill. 

As for my firm, which is a mailing service organization, we have already 
suffered a 15 percent loss of business from the last third class postage increase, 
Our gross business has remained static since then although our prices have 
increased 15 percent due to higher labor and material costs. This has naturally 
resulted in layoffs and a cut in supply and new equipment purchasing. 

I am not trying to be hysterical. This business has been good to me and all 
our employees who belong to a recognized union and receive a decent wage. 
I organized this business a little more than 10 years ago and we have grown 
and prospered along with our country and our industry. These past 10 years 
have also seen an encouraging growth in our economy and as a result the 
direct mail advertising industry, which is an umbrella for so many other 
manufacturing and service businesses, has grown with it. Is this bad? To 
listen to our Postmaster General we would think we have been undermining 
our Government and robbing the Treasury. I’m trying to be realistic. I’m 
not claiming that this postage increase will put me out of business. It won’t! 
I’ll probably be foreed to do some cutting at the expense of our employees and 
tighten my own belt at the same time. 

Now, am I prospering at the Post Office’s expense? I don’t think so. 

When we prepare mail for third class we do 11 of the 13 operations required 
to deliver a first class letter. Don’t we deserve a considerable price differen- 
tial? I’d wager my last dime that if a private business were to handle third 
class mail at the present price they would find it extremely profitable. Isn’t it 
strange that there are profitmaking service organizations in the high labor 
market of New York City that can deliver circulars door to door for less than 
$15 per thousand? 

All in all, I strongly feel (and not for selfish motives either) that an increase 
in postage rates is most unfair especially third class which more than pays for 
itself, but more important the economic repercussions can be most severe. 
This form of advertising not only moves billions of dollars of goods but further- 
more unlike other advertising mediums such as radio, TV, etc. is responsible 
for the employment of tens of thousands in many manufacturing and service 
industries. The “Soaring Sixties’ may never get off the ground if the eco- 
nomics involved in postages increases is ignored. 

Also please consider that like any other business the Post Office in all its 
leased buildings throughout the country can become much more unprofitable if 
the volume isn’t there to absorb their minimum overhead. 

Thank you for your courtesy in taking the time out to read this lengthy 
letter. However, the pressure of the times kept me from appearing at the 
hearings and I had to resort to this form of making my feelings felt. 

Very truly yours, 
NORMAN EISNER, President. 


Tue TRUMBULL TIMES, 
Trumbull, Conn., May 16, 1960. 


Hon. Donatp J. IRWIN, 
Member of Congress, 
House Office Building, 
Washington, D.C. 

Dear Don: As a publisher of several small weekly publications I am writing 
you in regard to the proposed legislation which would substantially raise the 
second class mailing rates. 
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This proposed legislation would increase mailing costs 300 to 800 percent for 
most weekly newspapers. In the case of my 2 newspapers, which both average 
12 standard pages weekly, the increase would be approximately 600 percent. 

The present formula for determining mailing costs in the county is at the 
rate of 1 cent a pound regardless of the number of pieces involved. As a 12- 
page paper weighs one sixth of a pound, the weekly cost per copy in the county 
is one-sixth of a cent. 

The proposed rate change calls for a minimum charge of 1 cent per piece, 
thus boosting my mailing cost far in excess of the 40 percent estimated by the 
Postmaster General. 

I think there are several alternatives which can be considered without so 
severely penalizing the small weekly publisher who, in most cases, can ill 
afford such a sharp increase. 

The cost per pound in county could be raised to 1144 cents per pound which 
would affect all newspapers equally, according to their size. At the same time, a 
one-quarter of a cent per piece minimum could be set. 

It is important to realize that the large daily newspapers are only slightly 
affected by the proposed legislation. The percentage of their circulation in 
county being mailed is, with few exceptions, negligible. Also, most large 
dailies weigh close to a pound and the proposed 1-cent minimum would have 
little effect on their present rate. 

In this day and age, when competitive newspapers are rapidly being replaced 
by monopoly situations, the weekly newspaper is helping to preserve a free 
press here in America. 

Sincerely yours, 
RICHARD M. DIAMOND, 
Publisher. 


STATEMENT BY JUNE CLEMENT Brown, RANDOLPH R. CLEMENT Co., SAN 
FRANCISCO, CALIF. 


It is with regret that I am unable to appear before the House committee in 
person to protest drastic increases in third class postal rates. 

I am the owner of a direct mail company who did employ up to 20 full time 
employees. As a result of the last increase in postal rates, we now employ 16— 
our customers have cut down their number of mailings considerably. The 2% 
cent rate going into effect July 1 is going to be a serious threat to our con- 
tinued business. Should it be raised even more, what will happen I can only 
guess. 

In this shop we maintain approximately 700,000 names on lists belonging to 
our customers. Among these are credit cardholders of several large hotels, 
who wish to hear of new events, innovations and facilities; large national real 
estate clearinghouses who notify brokers of new available properties ; numerous 
clubs and organizations who send out regular meeting notices to members; 
fruit and vegetable advisory boards who notify growers of news, new rules 
and regulations; and many other such accounts. No one who receives mate- 
rials sent from here considers it “junk mail’; in fact, they write in and com- 
plain if mailings are not received. 

As you know, we are required to prepare third class mail and deliver it to 
the post office sorted as to city and State and separate local mail. It still 
receives deferred treatment although the rate is almost equal to that of first 
class mail, which the post office must pick up all over the city and from there 
on do all the sorting and handling that we do for third class mail. It just 
does not make sense that third class mail should be accused of being the major 
cause of Post Office deficits. I can only think that powerful competitors in 
the advertising field opposed to direct mail and nonunderstanding politicians 
are attempting to curtail its use. 

Not only are we in the direct mail field going to suffer but all the suppliers 
to our business—envelope and paper houses, artists, typographers, business ma- 
chine, and ink companies, lithographers, printers, etc. Here again think of the 
number of employees who will be out of work and therefore on unemployment 
benefits at Government expense. 

I sincerely hope all sides to this very serious matter will be heard.We must 
rely on our farseeing and fairminded representatives in Congress to help our 
cause by voting down unfair new increases in postal rates. 
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MILLER STOCKMAN Suppty Co. 
Denver, Coalo., May 16, 1960, 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
Washington, D.C. 

Dear Mr. Murray: Although we cannot send a representative to testify on 
the proposed rate increases on third class mail, we want to go on record that 
such an increase will pose a real hardship to our firm. 

We mail about 1 million mail order catalogs a year, throughout the country, 
to customers who purchase western wearing apparel and allied merchandise. 
If there is a rate increase for third-class bulk mail, we will have to seriously 
curtail our mailings. Depending upon the extent of this possible increase will 
determine whether we can continue to sell merchandise profitably by mail. 

Very truly yours, 
JAY STEINER, 
Vice President. 


Downs & Co. 
Evanston, Ill., May 9, 1960. 
Hon. MARGUERITE Stitt CHURCH, 
House Office Building, 
Washington, D.C. 


Dear Mrs. Cuurcu: We refer to your kind letter of April 12, and this is the 
statement which we would like to have you present for us, in our enforced absence 
from Washington. 

In April 1949, while my son was convalescing from polio, he started a mail- 
order business in his home in an effort to support his family of four. Starting 
from scratch, he has put heart and soul into this enterprise to the point of suffer- 
ing a stroke in October 1958. Although partially disabled, he still puts in more 
than full time at his office. The business has outgrown his home and three 
commercial locations. It is just now moving into still larger space. We sell 
small gift and household convenience items to individuals. Principal selling 
effort is by catalogs. Delivery is by parcel post. We discount all bills. Per- 
sonnel fluctuated last year, seasonally, from 9 to 23. Most of the key people 
have been with the company up to 9 years. 

Now, we have attempted to determine the effect of the proposed third-class 
rate by applying it to our last fiscal year of operation. This resulted in changing 
what was a modest profit (before taxes) intoa substantial loss. The same calcu- 
lation, applied to the current 10-month fiscal period, produces the same result— 
a definite loss. All foreseeable possibility of profit would be wiped out by 
adoption of the proposed third-class rates. My son would be without employ- 
ment, after 11 years of hard work under severe physical handicap. 

Health prevents either of us from appearance in Washington. We do indeed 
appreciate your willingness to present this statement to your colleagues on the 
Post Office and Civil Service Committee. 

Sincerely, 


ARTHUR E. KIMBALL. 


The Carman. The hearings will now be recessed until 10 o’clock 
tomorrow morning. 


(Whereupon, at 11:50 a.m., the committee recessed, to be reconvened 
at 10 a.m., Wednesday, May 25, 1960.) 
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WEDNESDAY, MAY 25, 1960 


House or REPRESENTATIVES, 
ComMITTEE ON Post Orrice AND CiviL SERVICE, 
Washington, D.C. 


The committee met, pursuant to recess, at 10:10 a.m., in room 215, 
House Office Building, Hon. Tom Murray (chairman of the commit- 
tee) presiding. 

The CuairMan. The committee will be in order. 

Before we proceed with the first witness this morning, I would like 
to place in the record, without objection, a statement by our colleague, 
Congressman Utt, who is unable to be here this morning. 

(The statement referred to follows:) 


STATEMENT BY CONGRESSMAN JAMES B. UTt, OF CALIFORNIA 


Mr. Chairman and committee members, I am very pleased to have the 
opportunity to speak to you very briefly on behalf of my postal rate bill, H.R. 
11707. 

Before I touch on the purpose of that bill, I would like to leave this one 
thought with you. 

Postmaster General Summerfield pointed out that our postal deficits totaled 
$6.8 billion in the 13-year period from 1947 to 1959. He then demonstrated 
that if these deficits had not occurred an equivalent sum would have been 
available to pay for schools, hospitals, highways, or homes. And I understand 
the suggestion was made by one member of this committee that we might 
even have enjoyed some tax reduction. 

Now that Mr. Khrushchev has caused the cold war thermometer to plunge 
to subzero depths, it might be well for us to think in terms of how these 
postal deficit funds might be used to strengthen our defenses. 

The postal deficit for this year is estimated at $656 million. Unless this 
Congress acts very quickly, we will be financing another deficit of $603 million 
is fiscal 1961. In these 2 years alone, more than $1.2 billion of Treasury funds 
will be drawn away from other essential programs. 

Now, if the public funds used to defray the postal deficits in these 2 years 
could be diverted to defense needs, how far would they go? They would pay 
for: 600 Atlas intercontinental missiles, or 24 atomic submarines, or 4 nuclear 
aircraft carriers. 

The bill I submitted covers third-class rates only. My intention, most cer- 
tainly, is not to limit postal action to that class. But I feel strongly that rates 
for third class should be raised beyond the levels proposed by the adminis- 
tration. I cannot condone or support any rate proposal for third class which 
falls short of achieving full cost coverage. 

Complaints on mail rates arise from my constituents with increasing fre- 
quency and intensity. Most of these people are prepared to accept a 5-cent 
letter rate in the interest of fiscal responsibility. But they protest bitterly 
any effort to raise first-class rates while advertising circulars go through the 
mails at knockdown rates. 

I am sure every member of this committee has had this same experience 
on numerous occasions. Many of my constituents accumulate their circular 
mail and then send it to me, unopened. “Look,” they say, “it cost me 64 cents 
to send this pound of advertising mail to you at first-class rates but this stuff 
comes to me with postage prepaid at only 16 cents a pound. Now the Govern- 
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ment wants to raise postage on my letters to 5 cents. Let’s make this adver- 
tising mail pay its way,” they say, “before you attempt to raise letter rates 
again.” 

Incidentally, Mr. Chairman, the letter I just paraphrased is free of the 
epithets and invective which usually color these complaints. My term “adver- 
tising mail” is a euphuism for some other terms which the direct mail industry 
rightly resents. 

My bill, in short, is designed to accomplish precisely what these taxpayers 
and letter mail patrons propose: to get third-class mail to pay its full cost to 
the postal service. 

I am well aware that the direct mail users and their voluble spokesmen have 
attempted to cloud the postal rate issue by discrediting the Post Office Depart- 
ment’s cost figures. Bulk mail, they maintain, is a “‘fill-in’’ mail, and conse- 
quently all but out-of-pocket costs should be loaded on to the backs of first-class 
mail patrons. To my mind there is something absurd in the contention that 
the second largest mail service is a “fill-in” mail. This is very much as if all 
the direct mail advertisers approached their printers with a demand for reduced 
rates since other printing customers must be serviced anyway. I am sure that 
no advertiser would have the temerity to conceive such a plan, much less persist 
in promoting it year after year. But apparently where the Government is the 
supplier of services, a different standard of ethics prevails among advertisers. 

Let’s face the facts squarely. If the direct mail advertisers would take their 
distribution business to delivery firms, as they so often threaten to do, they 
would pay full costs plus a reasonable markup. Can any member of this com- 
mittee conceive of a delivery firm agreeing to handle a coast-to-coast dispatch 
for as little as 21%4 cents? Of course not! 

I sincerely trust that this Congress has not become so indifferent to the value 
of the taxpayer’s dollar that it would be willing to perpetuate a $200 million an- 
nual subsidy to the direct mail advertisers. If we swallow the “fill-in” portion 
that the direct mail industry has so expertly concocted, I fear that our judgment 
may become so warped that even that decision would be possible. 

I believe that where the third-class mail service is concerned, it is time for the 
Congress to adopt the same objective criteria that the direct mail industry would 
follow in its own business actions. Direct mail is nothing less than sales pro- 
motion for profit. It is neither good government nor good business for the mail 
service to serve as the agent for doling out the taxpayers’ dollars to self-serving 
advertisers. 


The Crartrman. The first witness this morning on the postal rate 
legislation is Mr. Robert K. Farrand, vice president of the Curtis 
Publishing Co. of Philadelphia, Pa. 

Mr. Farrand? 


STATEMENT OF ROBERT K. FARRAND, VICE PRESIDENT, CURTIS 
PUBLISHING CO., PHILADELPHIA, PA.; ACCOMPANIED BY PHILIP 
HALL, TRAFFIC MANAGER; AND PAUL KEATS, WASHINGTON 
OFFICE 


The Cnamman. We will be glad to hear from you, Mr. Farrand. 

Mr. Farranp. Thank you, Mr. Chairman. 

My name is Robert K. Farrand. I am vice president and director 
of public relations for the Curtis Publishing Co. Our company pub- 
lishes the Saturday Evening Post, Ladies’ Home Journal, Holiday, 
Jack and Jill, and American Home, magazines having a total circu- 
lation of over 18 million copies per issue, of which over 70 percent are 
distributed through the mails. 

May I introduce, Mr. Chairman, the two men who are with me? 

The Cuatrman. Very well, sir. 

Mr. Farranp. On my left is Mr. Philip Hall, head of our trans- 
portation department in Philadelphia; and on my right is Mr. Paul 
Keats, who is in our office here in Washington. wee 
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I appreciate your courtesy in giving me the opportunity to appear 
here today to present my views on the proposal to increase postage 
rates within the various categories of mail as recommended in H.R. 
11140, now under consideration by your committee. 

Obviously, the Curtis organization and its nearly 12,000 employees 
have considerable interest in any legislation or proposal that could 
impair the company’s already low earnings. In 1959 the mailing costs 
on our magazines amounted to over $7 million. The provisions in 
H.R. 11140 for second-class mailing rates and privileges, as applied 
to our publications, would impose unwarranted increases in our post- 
age charges of approximately $4 million annually, for a total of 
over $11 million a year, and could indeed prove injurious. I must 
therefore oppose its enactment. 

The Curtis Publishing Co. has been consistent in its position that 
second-class postage rates should be maintained at a level sufficient 
for the Post Office Department to recover its properly calculated out- 
of-pocket costs. 

In February of 1958, during postal rate hearings by the Senate 
Post Office and Civil Service Committee, Robert E. MacNeal, presi- 
dent and chief executive officer of the Curtis Publishing Co., stated 
that there existed at that time a pressing need for additional postal 
revenues, to the point where increases might not properly be deferred, 
and recommended that Congress make appropriate amendments to the 
rate structure. 

During prior years of rate-hearing testimony, Walter D. Fuller, 
Mr. MacNeal’s predecessor as president of the Company, appeared 
before both House and Senate postal committees to advocate congres- 
sional action in properly adjusting the rates on second-class mail. 

Our company has always been and is now, not only willing, but 
desirous of carrying its full share of postal cost. However, we also 
contend, and with equal vigor, that we should not be required to 
assume the fiscal burden of higher postal charges that may be imposed 
to offset the cost of mail service and Post Office Department functions 
we neither incur, nor which in any way result from our magazine 
mailing operations. 

Mr. Lesrnsxi. Mr. Chairman? 

The Cuatrman. Mr. Lesinski. 

Mr. Lestnsxi. At that point, could you state for the record what 
they are, these additional costs over and above what your costs are? 

Mr. Farranp. Our costs or the Post Office’s cost ¢ 

Mr. Lesinsxr. No,no. You mention that you are paying your way, 
and that the mail should pay its full way. Could you specify at that 
point what the costs are? 

Mr. Farranp. This is in the testimony; it is covered later, sir. 

Mr. Lestnsxt. All right; thank you. 

All right, Mr. Chairman. 

The CrarrmMan. You may proceed. 

Mr. Farranp. Mr. Chairman, I respectfully submit that our com- 
pany is paying its full share of postage costs, in the sense that under 
the provisions of the rate increases enacted into law in 1958, by the 
85th Congress, our publications can be distributed through the mails 
without producing an out-of-pocket loss to the Post Office Depart- 
ment; that any further increase in our second-class mailing rates at 
this time is unjustified. 
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During the past several years there has grown up a new concept 
in fixing fiscal responsibility for the widening spread between 
expenditures and revenues in postal operations, and which has proved 
increasingly difficult to combat. Under this philosophy a dispropor- 
tionate share of the blame for Post Office Department costs is directed 
against the users of business mail. Singled out particularly have 
been the so-called big magazines, the periodicals with national dis- 
tribution and volume advertising. These publications find them- 
selves under constant attack and the center of a steady flow of allega- 
tions which hold that the lion’s share of responsibility for a huge 
postal deficit is directly traceable to their use of the mails at rates 
incompatible with the amount of service and handling that must be 
provided by the Post Office Department. In support of these claims 
the Department turns to its ledgers for the figures and statistics 
which it says prove conclusively that second-class mail currently is 
“producing a revenue deficiency of $280 million annually.” 

This alleged heavy loss on second-class mail, the Department con- 
tends, adds up to a subsidy for the publishing industry which the 
taxpayers of the country are asked to bear. 

In reality, however, this alleged defict is the calculated result. of 
an arithmetical formula by which the Department arbitrarily assigns 
the total costs of its operations, less revenues, against the various 
categories of mail. 

Ladies and gentlemen of the committee, I shall endeavor to clarify 
that under the accounting methods employed by the postal service: 

(a) Business mail users are held responsible for hundreds of mil- 
lions of dollars in costs for operations carried out by the Post Office 
Department, many of them at the direction of Congress, and many 
of which in no sense are connected with delivering the mail, which 
rightfully should be charged against public service and paid out of 
the general funds of the Treasury Department. 

The CuatrMan. Can you enumerate those operations? 

Mr. Farranp. That is coming, sir, on the following page. 

The Cuarrman. All right. 

Mr. Farranp. (6) That second- and third-class mail users annu- 
ally are assessed an inordinate share of the higher costs incurred by 
the preferential handling and delivery of first-class mail. 

Can we find logic or fiscal responsibility for example in a concept 
which says, in effect: “Congress has directed us, the postal service, 
to use our personnel and our facilities for the annual registration 
of aliens residing in the United States. It is going to cost us money 
to carry out this mandate, but we have no provision for allocating 
the cost, so we will charge it against the postal bill of the Saturday 
Evening Post and the other large magazines?” 

And must we accept an interpretation which assesses our industry 
part of the 10 percent night differential wages made necessary by the 
expedited handling and service required for first-class mail ? 

_ These are just two examples, picked at random from a lengthy 
list, that might be cited to substantiate the contention that under 
bookkeeping practices of the Post Office Department, use of the mails 
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is not necessarily the determining factor in levying charges against 
the user. 

Mr. Lesrnsxt. Mr. Chairman? 

The Cuarrman. Mr. Lesinski. 

Mr. Lestnsxt. Mr. Farrand, would you be kind enough to insert in 
the record at this point the whole list of these various expenses you 
contended are used against second-class mail ¢ 

Mr. Farranp. On the following page, on page 5, I have a partial 
list. ‘There are many there. 

Mr. Lestnsk1. Iamsorry. You may proceed. 

Mr. Farranp. Many responsible studies and surveys fix the dollar 
value of the public service operations and functions of the Post Office 
Department in excess of $400 million, which should be chargeable to 
the Treasury, but currently are being carried on the Post Office books 
as a deficit, 

The Cuairman. Do you have a breakdown explaining those figures? 

Mr. Farranp. That $400 million 4 

The CuHarrmMan. Yes. 

Mr. Farranp. It is in “The Post Office as a Public Service,” a 
citizen’s report, sir, that was made on February 26, 1957. 

Mr. Davis. What report is that ? 

Mr. Farranp. “The Post Office as a Public Service—Report of the 
Citizens’ Advisory Council to the Committee on Post Office and Civil 
Service, U.S. Senate, 85th Congress, first session, February 26, 1957.” 

Mr. Davis. On what page is it in that ? 

Mr. Farranp. It is on pages 12 and 13 of this report, and that in- 
dicated the figure to be $392.4 million. 

Mr. Davis. Thank you. 

Mr, Lestnsxi1. Mr. Chairman. 

Would it be possible for that to be furnished to us in the record 
at this point ? 

The Cuatrman. That is one of the Senate's official documents. 

Mr. Lestnsx1. I appreciate that; but I meant not the whole report, 
but the breakdown of costs per item. 

Mr. Gross. It is available to us. 

The CHairMANn. Yes; it is an official document. 

Mr. Lestnskt. Very well, sir. 

The Cuairman. You many continue. 

Mr. Farranp. In a bipartisan recommendation, Senator Olin D. 
Johnston, democrat, of South Carolina, chairman of the Senate Post 
Office and Civil Service, and Senator Frank Carlson, Republican, of 

Kansas, ranking minority member, estimate the value of public service 
charges performed by the Department at 15 percent of its annual 
budget. 

The number of public services which the Post Office Department 
carries on free for other governmental agencies and, at the direction 
of the Congress, for the general welfare of the Nation are myriad. 
While I have listed some of these services here, I shal] not impose 
upon your time to read them, unless you want me to Mr. Chairman. 

The Cuatrman. That is not necessary. The list may be included 


in the record. 
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(The information referred to follows :) 


Administering oaths of office. 

Sale of documentary stamps. 

Sale of U.S. savings bonds and stamps. 

Sale of migratory bird stamps. 

Collecting customs fees on dutiable mail. 

Messenger service for official mail. 

Locating relatives of deceased servicemen. 

Notary public service. 

Making U.S. flags available for veterans’ funerals. 
Distributing income tax forms for IRS. 
Conducting examinations and other services for Civil Service Commission. 
Making deer and grouse census. 

Collecting funds for volunteer charities. 

Certifying applications for pension benefits. 

Distributing census forms. 

Registering boats. 

Mail for the blind. 

Delivery of newspapers within county of publication. 

Mr. Farranp. In addition to the so-called free services, there are 
numerous other operations carried out at reduced fees and rates, 
creating further losses to the Department, which are shifted over, 
under postal accounting methods, to become part of the “deficit.” 

I am sure that all of you are aware, as I am, of the thoroughly 
worthwhile contribution that these services make to the well-being of 
our people and our Nation. This is not to suggest, even for a moment, 
that any one of these services be discontinued or curtailed. 

But I think we also find ourselves in agreement—at least I hope we 
do—that almost none of them is even remotely connected with the 
original purpose of the postal service, the handling, transporting, and 
delivery of mail. Most of these operations are performed free by 
the Department—but not without cost. They are “free” only in the 
sense that they bring in little or no revenue to the Department. But 
they are not free. All are carried out at considerable expense to the 
Post Office, with the cost of these services helping to constitute the 
postal “deficit” and passed on to other mail users for liquidation. 

Congress has recognized the implied dangers in a system which 
could arbitrarily apportion mailing charges. As a deterrent against 
any such eventuality, the Congress wrote into the 1958 postage rate 
increase bill, Public Law 85-426, a postal policy section which clearly 
states congressional intent. It reads, in part: 

Sec. 5. While the Postal Establishment, as all other Government agencies, 
should be operated in an efficient manner, it clearly is not a business enterprise 
conducted for profit or for raising general funds, and it would be an unfair 
burden upon any particular user or class of users of the mails to compel them 
to bear the expenses incurred by reason of special rate considerations granted 
or facilities provided to other users of the mails, or to underwrite those ex- 
penses incurred by the Postal Establishment for services of a nonpostal nature. 

The Congress, in passing Public Law 85-426, took a long and clear 
look at the importance of public service as an integral part of the Post 
Office Department’s functions. So that there could be no possible 
misunderstanding or misinterpretation, the Congress specified the 
operations performed by the Department, and their costs, which 
should be identified as public service and paid for out of the general 
funds of the Treasury Department. The amount so identified ap- 
proximated $270 million annually. 
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However, the Appropriations Committees of the Senate and House, 
so far at least, have failed to underwrite this concept, refusing to ear- 
mark sufficient funds to meet his recommendation. The administra- 
tion of the postal service consistently has taken the position that the 
value of public service is considerably under the amount recommended 
by the Congress in Public Law 85-426. In its 1960 budget, the De- 
partment placed the value of public service at about $29 million, while 
the 1961 budget puts the figure at $49 million. While we are gaining, 
there still is a long way to go before the two estimates are in balance. 

Mr. JoHansen. May Lask a question, Mr. Chairman ¢ 

The Cuatrman. Mr. Johansen. 

Mr. JoHANsSEN. Have you either had the opportunity or sought the 
opportunity, and not been able to secure it, to make any presentation 
or showing before either of the appropriations committees, by way of 
urging the appropriation of this more adequate and proper amount ?— 
which I agree is proper and should be enacted. 

Mr. Farranp. The answer is No, sir; we have not. 

Mr. Jouansen. I asked you a double-barreled question, inadver- 
tently. Would you feel that it might be desirable to seek such an 
opportunity / 

Mr. Farranp. Yes, sir. 

Mr. Jonansen. I would like to encourage you in that good effort. 

Mr. Farranp. Thank you. 

The Cuarrman. Allright, you may proceed. 

Mr. Farranp. The handling, transportation, and delivery of first- 
class mail is the first and fundamental purpose of the postal service. 
The nearly 386,000 post offices scattered far and wide across our 
Nation were established and are being maintained primarily for 
handling this preferential mail. Were it not for the timely treatment 
and transportation that must be accorded letter mail, the operational 
costs of the Post Office could be slashed by millions of dollars 
annually. 

We need not look beyond the management of the Department itself 
for the clearly worded admission that many of the charges incurred 
by the Post Office would be nonexistent “if the mail services were not 
geared to the expedited movement. of first-class communications.” 
Director of the Budget Maurice Stans, in 1958, as Deputy Postmaster 
General, testified on postal rate increases, and in a statement to the 
committee said : 

There are many operations of the postal service geared to first class exclusively. 
The Post Office incurs many extra expenditures because of this treatment. 

Of the 10 percent higher wage scale paid to night workers, Mr. Stans 
said : 

There is only one primary reason for working employees in the evening, and that 
is to move first-class mail. If it were not necessary to expedite first-class mail, 
post offices could be operated on an 8-hour day, following the practice of industry. 

Were it not for the fact that night shifts are needed to handle this 
category of mail— 
there would be no necessity of expending an additional $35 million annually, the 
amount of night-differential pay involved. 


That incidentally, was the figure then. We do not know what it is 
now. 
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Commenting on the more than $52 million the Department spends 
annually to provide city collection service and second and third de- 
livery trips, Mr. Stans told the Senate committee, 


This expense could be avoided entirely if it were not for first-class mail matter, 
These are just a few of the examples cited by the then Deputy Post- 
master General in listing the many expensive costs incurred by the 
Department in providing expedited treatment for first-class mail. 
It is only fair— 
Mr. Stans said— 
to relieve the other classes of mail of such costs 


The Cuairman. You agree with Mr. Stans on that, do you not? 

Mr. Farranp. Yes. sir. 

The Cuairman. Then, you are in favor of an increase in the first 
class 

Mr. Farranp. Not at the moment; not under the present system of 
bookkeeping used by the Post Office. 

The Cuairman. All right. 

Mr. Farranp. Mr. Stans said— 
to relieve the other classes of mail of such costs, and to charge them wholly to 
first-class mail for ratemaking purposes. 

Under the cost allocation system of the Department, however, there 
is no such concentration of charges. The costs, regardless of where or 
how they are incurred, are apportioned to all classifications of mail. 

I am sure that none of us could honestly contest any reasonable 
amount of money the Government may be required to spend in provid- 
ing our people with the best possible service on first-class mail. If 
the rates on this category are found by Congress to be too low, then 
let Congress, in its judgment, act accordingly. I contend, however, 
that no sound justification can be found for an accounting practice 
which spreads the cost of first-class mail, whatever they may be, to 
be borne by the users of the other categories of mail. 

The management of the Post Office Department has stated on 
several occasions in the past—and from what I can gather, still con- 
tends—that postage revenues paid by the Curtis Publishing Co. are 
considerably below what the Department must spend in handling our 
publications, creating an out-of-pocket cost to the service of several 
millions of dollars annually. The Department reported to Representa- 
tive Holifield of the House Post Office Committee during the 1957 rate 
hearings that the incremental loss claimed by the Post Office in dis- 
tributing the Saturday Evening Post amounted to $6,069,000 a year. 

We deny any such contention. It is based upon a dangerously faulty 
premise. It provides us with a specific example of the unrealistic and 
unbusinesslike accounting system used by the Postal Establishment in 
assigning the costs of its operations. Under these accounting practices 
of the Department, we find that total operational costs reported to 
Congress are averaged out and applied, not only on a mail classifica- 
tion but even on an individual user basis, a principle we have no choice 
but to contest. 

The Curtis Publishing Co. is completely convinced that, taking into 
full account the second-class postage rate increases enacted into law in 
1958 by the 85th Congress, postage revenues from our company com- 
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pares favorably with costs incurred by the Department in distributing 
our publications, 

Let us take a careful comparative look at two sets of figures: those 
supplied by the Post Office in analayzing the cost of distributing the 
Saturday Evening Post and our company figures for this same opera- 
tion. Let us see if we can discover why there should be a difference 
of over $6 million in the two calculations. 

Part of the answer is to be found in the postal accounting method 
which prorates the total cost of all Department operations among all 
mail users, first on a category and finally on an individual basis. 

The balance and major part of the explanation rests in the fact that 
the Post Office Department uses average figures in determining its 
costs of handling the various publications in the second-class mail 
category. Averages can not provide a fair determination. The 
Saturday Evening Post pays the full second-class rate, including the 
zone rate on the advertising portion of the magazine, There are, how- 
ever, many hundreds of publications in the second-class group which 
rightfully are distributed through the mails at greatly reduced rates, 
such as religious and classroom publications. But they are not dis- 
tributed at reduced costs. The resultant out-of-pocket charge to the 
Department is averaged out, with a share of the deficit applied against 
the Saturday Evening Post and the other full-rate paying publica- 
tions, even though they themselves cause no part of such charge. 

In our company computations we rely on actual copies per pound, 
pounds per cubic foot, distances transported, and similarly valid 
statistics in determining the cost of distributing the Saturday Eve- 
ning Post through the mails. This is precisely the same type of prac- 
tice followed in establishing a true accounting of our other business 
operations and costs. 

Our accountants would find themselves far off base, were they to 
rely on “averages” in computing the individual issue production costs 
of our several magazines. Let me use a simple example, taking two 
of our monthly publications: Ladies’ Home Journal, with a print 
order of 7 million copies per issue, and Jack and Jill, with a printing 
of about 1 million per issue. Using round figures, it will require 
about 4,500 tons of paper to print one issue of the Journal, while only 
100 tons of paper would be used to produce an issue of Jack and Jill. 
It does not require much imagination to see where the use of “averages” 
would leave us in allocating production costs on the two magazines. 

Let me give you an example of where use of the “average” method 
of computation by the Post Office produces wrong conclusions. 

In determining its transportation and storage costs for handling the 
Saturday Evening Post, the Department assumes that our publication 
occupies the same amount of space per pound as all other second-class 
entry mail. If this assumption were true—and emphatically it is 
not—then the Department would have to set aside 1 cubic foot of 
storage space for every 21.747 pounds of the Saturday Evening Post 
distributed through the mails. But using actual numbers, as we did 
in tests, 44.039 pounds of the Post are required to fill up 1 cubic foot. 
Since mail transportation charges are made on a per cubic foot per 
mile haul basis, it is clear that there can be considerable spread be- 
tween the “average” and “actual” formula in allocating costs. There- 
fore, the Post Office Department’s estimate of costs may have assumed 
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that the Saturday Evening Post required more than twice as many 
cubic feet in mail cars as it actually occupied. 

Again using the “average,” the Department has determined that, 
lumping together all magazines and periodicals of general interest, 
the average mile haul is 485 miles. Actually, the approximate mile 
haul of the Saturday Evening Post is 175 miles. 

Mr. Davis. Mr. Chairman ? 

The Judge Davis. 

Mr. Davis. How can you keep it down to $173 million, Mr. Farrand? 

Mr. Farranp. I would ask Mr. Hall to answer that. 

Mr. Hau. That is because we mail through additional entries seat- 
tered all over the country. 

Mr. Davis. Where are those additional entry points ? 

Mr. Farranp. They are at points like Los Angeles, Oakland, Port- 
land, Seattle, Ogden, and Denver. There are about 30 points, all to- 
gether. LTcould give youa list of them. 

Mr. Davis. I wish you would do so, so that we can include that list 
in the record at this point. 

Mr. Farranp. I donot have that list here. 

Mr. Davis. I understand; but furnish it later, and the staff will put 
it in the record. 

Mr. Farranp. I would be glad to do it. 

(The information follows :) 

List oF SECOND-CLASS ENTRY POINTS FOR SATURDAY EVENING Post, LApirs’ HOME 
JOURNAL, AND HoOLIpAY 


Albuquerque, N. Mex. Greensboro, N.C. Ogden, Utah. 
Atlanta, Ga. Indianapolis, Ind. Oklahoma City, Okla. 
Butte, Mont. Jacksonville, Fla. Omaha, Nebr. 

Cedar Rapids, lowa Kansas City, Mo. Phoenix, Ariz. 
Chicago, Ill. Los Angeles, Calif. Portland, Maine 
Columbia, 8.C. Louisville, Ky. Portland, Oreg. 
Columbus, Ohio Memphis, Tenn. St. Louis, Mo. 
Dallas, Tex. Milwaukee, Wis. St. Paul, Minn. 
Denver, Colo. New Orleans, La. Sharon Hill, Pa. 
Flint, Mich. Oakland, Calif. Seattle, Wash. 


Mr. Lestnsx1. How do you get the mail to those 30 entry points? 

Mr. Farranp. By freight. 

Mr. Lestnskt. By truck or rail? 

Mr. Farranp. Truck and rail. 

Mr. Lestnski. The Post Office Department then handles it from this 
point 

Mr. Farranp. That is right. 

Mr. Lestnski. You pay that additional freight to those various 
points? 

Mr. Farranp. We pay the freight and the cost of delivery to the 
postal receiving facilities designated by the post office of mailing. 

Mr. Lesryskt. Do you not find it cheaper to handle it by regular 
freight to the 30 outlets than to mail it from one centralized outlet, 
through the Post Office Department ? 

Mr. Farranp. Iam sorry; I did no understand you, sir. 

Mr. Lestnskr. Do you not find it cheaper to send these magazaines 
by regular freight than to have the Post Office handle it all the way 
through ? 

Mr. Farranp. In most cases; yes. But that is not the primary pur- 
pose, necessarily, of mailing through the additional entries. We can 
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control the distribution better by mailing locally and distributing from 
a central point into a restricted area, We feel that the Post Office 
Department is gaining in this method of handling, because they do not 
have a heavy movement all in one direction. We are mailing locally 
in several sections for a comparatively short movement from the 
mailing point. 

Mr. Lestnsk1t. How many presses do you have of each respective 
run¢ Four? Five? Three? 

Mr. Farranp. What is that, sir? 

Mr. Lesinsx1. In other words, at how many points in the United 
States do you run that same magazine / 

Mr. Farranp. Only one. All of our magazines are printed locally, 
inthe Philadelphia area. 

Mr. Lestnsxt. In the Philadelphia area only / 

Mr. Farranp. Yes; all except American Home, our latest acquisition, 
which is printed in Chicago. 

Mr. Lesrysxt. In other words, you run the mail by truck almost to 
the west coast. 

Mr. Farranp. No; we do not ship by truck to the west coast, but we 
ship by rail to the west coast. We ship by truck to points like Greens- 
boro, Columbia, Portland, Maine, Columbus, Ohio, and several others. 

Mr. Lestnsxt. Thank you. 

The CuatrmMan. All right; you may proceed. 

Mr. Farranp. Post Office Department “average” figures assume that 
28 of every 100 copies of the Saturday Evening Post going through the 
mails are delivered on rural routes, much more expensive handling for 
the postal service. But our subscription figures clearly show—and I 
believe you will agree we should know where our magazines are going— 
that only 10 out of every 100 copies of the magazine are addressed to 
rural boxes. 

Obviously, one of the most costly operations in the postal service is 
the handling of mail; and this is true of all the mailing classifications: 
first-, second-, third-, and fourth-class mail. Generally speaking, the 
mail is sorted and handled on an individual piece basis. But even 
though the Post Office has adopted that theory, generalities do not 
always hold true. 

Under Department accounting procedures, it is assumed that since 
most pieces of second-class mail require considerable handling, sorting, 
etc., the same amount of service must be accorded the Saturday Evening 
Post. But once again, the assumption is wrong. 

The Saturday Evening Post, in order to effect expedited delivery 
of its copies, performs, at its own expense, many costly services and 
operations that normally are carried out by the Department in the 
handling and delivery of other second-class mail. Conceivably, we 
could truck the 5 million copies of the Saturday Evening Post that are 
distributed through the mails each issue down to the post office in 
Philadelphia and the other post offices of entry and say, “Here, Mr. 
Postmaster, is the latest issue of our magazine; please deliver it.” Our 
alleged cost to the Department would seem to assume that we follow 
such a procedure. 

In actual practice, however, the Saturday Evening Post delivers 
the bulk of its mail copies of the magazine direct to the facilities desig- 
nated by the ost Office Department, and in many instances actually 
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stacks them in mail storage cars and trucks; in effect, bypassing the 
post office of official entry, with resultant untold savings of handling 
costs to the Department. 

It is not too difficult to estimate how much is saved in time and money 
by the postal service as a result of our practice of making up a large 
percentage of our magazines in direct city sacks, eliminating any need 
for handling or sorting until they reach the post office of destination; 
90 to 95 percent of all copies going through the mails are handled in 
this manner. 

The amount of en route mail car sorting and handling that must 
be given the remaining 5 to 10 percent is greatly minimized because 
it is dispatched in sacks labeled to the mail terminal nearest final 
destination. 

These are just a few of the functions, performed at sizable cost to 
our company, but which result in equally sizable reductions in out- 
of-pocket cost to the Department. However, in allocating its costs, 
the Department makes no recognition of these important and expen- 
sive operations, and prorates the alleged cost of all second-class mail 
among all users. 

Mr. Jowansen. Mr. Farrand, I think this is an excellent statement, 
and I am concerned about one thing. 

You recognize we are grappling with a problem here? 

Mr. Farranp. Yes, sir. 

Mr. JoHANsEN. We want to be fair. As far as I am concerned, I 
have no desire to make business a special target whatever. On the 
other hand, I want the fairness to work both ways. 

To what extent have these problems been the subject of direct face- 
to-face discussion by your people with top-level people in the Depart- 
ment ? 

Mr. Farranp. Many, many times, sir. 

Mr. Jouansen. Would you care to comment on the extent, if any, 
to which those conferences and discussions have been fruitful in 
working out understandings, in coming to grips with the problems? 
Obviously, you have not reached total agreement on all of the issues, 
but what has been the general climate of that type of discussion ? 

Mr. Farranp. It would be difficult to answer that question, but I 
think I can give you a little clearer answer than that, Congressman. 
I do not think the Department and my company have ever seen eye 
to eye on this thing. 

Mr. JoHansen. Obviously, you have not totally, but 

Mr. Farranp. I think there has been very little agreement on it. 

The CuatrMan. You mean about rates, do you not ? 

Mr. Farranp. Yes; about our problems. 

The Cuatrman. But as to the service generally, according to our 
company, by the Post Office Department—you have conferences from 
time to time, do you not ? 

Mr. Farranp. Yes; and we feel there has been excellent service 
rendered. I thought the Congressman was talking about rates. 

Mr. JoHansen. I was addressing myself basically to that. 

Mr. Farranp. We have had very little agreement as far as rates are 
concerned. As far as the service is concerned, it is great. 

Mr. JoHansen. We are grateful for that. 

The Cratrman. All right, sir. 
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Mr. Gross. Mr. Chairman, at this puint I have one question. 

The Carman. Mr. Gross. 

Mr. Gross. I understand that you ship by rail or by truck—we will 
take the Saturday Evening Post—to Des Moines, lowa, for instance. 
You pay the transportation costs to Des Moines, Iowa; is that correct 

Mr. Farranp. Yes. 

Mr. Gross. Although you pay the Post Office Department as though 
the Saturday Evening Post were entered in the Philadelphia Office ¢ 

Mr. Farranp. No. No; we pay it as it is entered in the Des Moines 
Office. 

Mr. Gross. In Des Moines? 

Mr. Farranp. Yes. 

Mr. Hauu. For the record, we do not mail from Des Moines. We 
mail Iowa copies in Cedar Rapids, incidentally. 

Mr. Gross. But you do not pay the Post Office Department as 
though Philadelphia were the mailing point ¢ 

Mr. Farranp. No. 

Mr. Gross. I see. 

The CuarrMan. Mr. Foley? 

Mr. Fouey. Mr. Farrand, does not the practical business advantage 
of shipping by rail to Des Moines derive from expedited mailing from 
Des Moines to your subscribers ? 

Mr. Farranp. Yes, sir. 

Mr. Fotxy. Theoretically, I think your statement has indicated you 
could dump all 5 million in the Philadelphia post office, and the dis- 
tribution cost from Philadelphia to Des Moines would be borne by 
the Government; would it not? 

Mr. Farranp. That is right. 

Mr. Fotry. So it is that transportation cost you are saving the tax- 
payers by shipping it by truck. 

Mr. JoHanseN. Would the gentleman yield ? 

But if you did dump it into the Philadelphia post office, you would 
be paying substantially more postage under the zone rate for the ad- 
vertising portion ; would you not ? 

Mr. Farranp. Yes, sir. 

Mr. JoHANSEN. So it is not a saving alone to the taxpayer, but to 
the Curtis Publishing Co. 

Mr. Fotry. Then, could you say you are actually saving money by 
transporting it by rail to the west coast and Des Moines? 

Mr. Farranp. I think you are right. 

Would you like to answer that ? 

Mr. Hau. Yes; we save some money. It varies with the distance 
that we cover from the mailing point and the distance from the point 
of origin. 

Mr. Forry. But that factor, plus what? You save a day or two in 
the handling processes ? 

Mr. Farranp. More than that, sir. 

Mr. Hatt. It is not necessarily the amount of time we save, but we 
have better control in getting a uniform release date. If we mailed 
everything direct from Philadelphia, I do not believe the Post Office 
Department could possibly give us a uniform release date, even in one 
State. But by mailing it from a central point, we do get a uniform 
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release date, which is very important to us, especially with a magazine 
like the Saturday Evening Post. 

Mr. Fotey. Thank you, Mr. Chairman. 

Mr. Mr. Chairman. 

May I supplement what you said? What you do is ship these mag- 
azines by rail or truck to various distributing centers 

Mr. Yes. 

Mr. Lesinsxi. And you allow that distributing center to deliver 
those magazines to the post office on some specific date, so the post 
offices all through the country send it out at the same time? 

Mr. They send it out, sir? 

Mr. Lestnski. Yes; at approximately the same time ? 

Mr. Haut. Yes. We mail roughly on the same day of the week, 
spexking of the post office at each of our mailing points. We have 
to mail a day earlier at some points because of the mail service and 
the distance to be transported. 

Mr. Lesinskt. Regardless of how long it takes to transport the mag: 
azines, a day or two, you might hold them 1 day in a location to get 
them out at the same time? 

Mr. Hau. You have to visualize it this way. 

We start a print of an issue of the Saturday Evening Post, which 
runs around 7 million copies. Obviously, we do not have 7 million 
copies the first day of production. We take the first day’s production. 
We take the first day’s production and ship it to the distant points, 
and work back to Philadelphia, so that when we mail the last copies, 
we are mailing from Philadelphia on the last day. 

Mr. Gross. Mr, Chairman. 

So your monetary saving is in the zone rate, in the transportation 
of the magazine to, we will say, Des Moines, Iowa ? 

Mr. Hauy. That is right. 

The Cuarrman. All right, proceed. 

Mr. Farranp. The Post Office Department, in holding that the “big” 
magazines are largely responsible for creating a second-class postal 
deficit, has always relied heavily on the argument that it is caused by 
the excessive size and weight of these periodicals, plus the large num- 
ber of copies passing through the mails. 

Handling and sorting of mail is the largest single item of expense 
incurred by the Department; but second-class rates were established, 
and continue to be set.on a weight basis. 

Though the Saturday Evening Post receives far fewer, as I have 
explained, the average piece of second-class mail is said to receive six 
individual handlings. I have been told by some highly responsible 
sources, the actual nummber of times handled is closer to 10; but let us 
assume that 6 is correct. It is not too difficult to appreciate the tre- 
mendous cost involved in handling the billions of copies of lightweight 
publications that move through the mail annually at a fraction of a 
penny apiece. 

There are innumerable small publications in the second-class cate- 
gory which produce little revenue for the Department. According to 
some figures in a recently released document, “Survey of Postal Rates,” 
the Department places its average cost of handling a piece of second- 
class mail at 5.51 cents. This figure apparently was arrived at by 
dividing the total cost allocated to second-class mail, approximately 
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$377 million by the total number of pieces handled, about 7.190 billion. 
The difference between revenue and the 5.31 cents cost, becomes an out- 
of-pocket cost to the Department which spreads the loss against all 
second-class mail users. While not objecting to the low rate paid by 
these small publications, I do point out that there can be no justifica- 
tion for the Department’s applying the loss on this operation against 
the larger magazines. 

Mr. JoHANsEN. This point you are making goes not only to the 
small publications, but—well, let us limit it to that. Why would you 
not object to the low rate, if it is actually discriminatory against you 
and in favor of somebody else 4 

Mr. Farranp. Congress has set rates for the nonprofit publications, 
plus the smaller publications, such as the religious publications. We 
are not objecting to that. 

Mr. Jouansen. Are you identifying these small publications with 
the nonprofit ones ? 

Mr. Farranp. In some instances; yes. 

Mr. Jouansen. I had in mind those that were of a profit nature but 
were smaller in terms of weight and size. 

Mr. Farranp. Why don’t you answer that, Paul / 

Mr. Keats. There again, the smaller publications get the same pre- 
ferred rate for many of these nonprofit groups. 

Mr. Jomuansen. What we are trying to do is establish some kind of 
equities in this thing, of fairness; it seems to me that ideally that 
ought to be our objective. I do not mean to be fly-specking, but if it 
is wrong, why not object to it? Why not face up to the thing? 

Mr. Kears. Well, this is up to Congress, to decide what these rates 
should be. Our only reason for being here today is to say that we 
contend we are paying our own way. That is our only point. 

Mr. Porrer. Mr. Chairman ? 

The Cuairman. Mr. Porter. 

Mr. Porter. On this point, I would like to ask the gentleman if 
they favor the provision in my bill, providing for raising the per-piece 
rate up to two-thirds of 1 cent effective January 1, 1962, five-sixths of 1 
cent sieeve January 1, 1963, and then 1 cent effective January 1, 1964, 
as a way of hitting the problem of having the costs spread out more 
equitably among the smaller publications—that is, smaller in weight. 
This would be a more fair way of spreading this cost, if I understand 
the point you are making. 

Mr. Farranp. Congressman Porter, I think we would have to 
answer that the same way we answered a question earlier from the 
chairman about whether we were in favor of increasing the first-class 
rates. 

We are not in favor of increasing any rates until the post office has 
arrived at a bookkeeping system which we and everybody else can 
understand. 

Mr. Porrer. I understand your general position. I am saying that 
with regard to the inequity about. which you are testifying at this time, 
is not raising the per-piece rate, a way to make it more equitable in 
terms of the smaller magazines? 

Mr. Farranp. Do you want to answer that? 

Mr. Haru. I would say very definitely; yes. 

Mr. Porrer. That is what J had in mind. 
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The Cuarrman. All right, sir, you may proceed. _ 

Mr. Farranp. The latest Department figures also indicate that the 
adjusted average postage paid per piece on second-class matter comes 
to 1.37 cents. However, under the provisions of the 1958 postage 
increase law, the average postage per piece on the Saturday Evening 
Post would amount to 2.382 cents, or almost double the average amount 
per piece on all second-class matter. ' 

Wesee here that actually, the more a publication weighs, the more it 
pays in postage, and the higher the revenue to the Department. An 
average—and I dislike using that word—copy of the Saturday Eve- 
ning Post weighs approximately 1114 ounces and pays 214 cents in 
postage. In addition to paying a higher than average postage rate 
per copy, it requires little handling by the post office. 

It is interesting to note that the Post Office Department, while 
refusing to recognize the out-of-pocket cost principle in applying 
its charges to users of the mails, adopts this very concept in its appeals 
to the Interstate Commerce Commission for setting transportation 
rates on mail hauling. 

In the survey of postal rates, the Post Office Department finally 
takes cognizance of some facts relating to postal rates, particularly 
first and second class, that we publishers have been trying to get across 
for years. It is heartening to learn that at last the Department is 
giving some recognition to the fact that magazines such as those pub- 
lished by the Curtis Publishing Co. are not the prime reason for the 
alleged deficits in second-class mail as reported year after year by 
the cost ascertainment reports. 

Mr. JoHansen. Then, you are making a little bit of progress with 
them. 

Mr. Farranp. Yes, sir. 

Mr. JoHAansEN. Iam happy to hear that. 

Mr. Ress. Will the gentleman yield ? 

What do you say it costs your organization to mail the Saturday 
Evening Post ? 

The CuatrMAn. He said $7 million. 

Mr. Rees. To send it in the mail, what does it cost ? 

Mr. Farranp. We pay roughly 214 cents to the post office to mail a 
copy, or piece, of the Post. 

Mr. Rees. The latest figures furnished me by the Post Office De- 
partment show that the average postage per copy for the January 16, 
1960, issue of the Saturday Evening Post was 1.69 cents. 

ate. Farranp. I don’t understand you, Mr. Rees. It is 1.69 cents, 
is 1t¢ 

Mr. Fotny. Mr. Chairman, would the answer to the question be that 
the cost for each copy of the Saturday Evening Posts individually 
is 5.31 cents per copy, referring to the facts set forth on page 14? 
Mr. Rees. What I am trying to understand is this. A letter car- 
rier can carry 35 pounds of mail in his bag. I am told by the Post- 
master General that magazines constitute 5 to 10 percent of the pieces 
of the carrier’s mail and about 24 percent of the weight. Using the 
10-percent piece content, the cost of delivery of each piece could 
amount to an average of over 2 cents per piece. This does not in- 
clude relay or other costs. Using the 24-percent weight content the 
cost of delivery of each piece could amount to an average of over 5 
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cents per piece. Of course, the volume of magazines varies greatly 
from day to day according to date of issue. 

If you pay only 1.69 cents to send one of these magazines through 
the mail, I don’t understand how you can contend that the magazine 
on which you have paid 1.69 cents postage and which costs the Post 
Office Department a minimun of 2 cents for the carrier to deliver can 
be distributed through the mails without any out-of-pocket cost to 
the Post Oflice Department. 

Mr. Farranp. I would not know just what a carrier could carry. 
Of course, it would depend on the weight. The weight of any maga- 
zine Will vary from issue to issue, and from season to season. 

Mr. Rees. Thirty-five pounds is what he can carry. 

Mr. Farranp. Thirty-five pounds ¢ 

Mr. Rees. That is right. Using the January 16, 1960, issue again, 
which had an average weight of 9.31 ounces per copy, he could carry 
about 60 copies if he had no other mail. 

Mr. Farranp. On an average issue, yes. 

Mr. Rees. So the Post Office Department gets about $1.02 in post- 
age for that load of mail, those 60 pieces of mail; that is what you pay 
for it. The carrier though gets $2.35 per hour for his services and, 
as I stated before, it cost the Department an average of either 2 cents 
or 5 cents solely for the carrier per piece of mail delivered depending 
on whether you use the 10-percent piece content or the 24-percent 
weight content. This is not counting anything for distributing the 
magazines; that is just the carrying of them. How can you still con- 
tend that the Department has no out-of-pocket cost in handling your 
magazines ¢ 

Mr. Farranp. Sir, I think we pay more than that. You are re- 
ferring, I believe, to the average postage rate paid per piece being 
1.37 cents. 

Mr. Rees. 1.69 cents, is it not ¢ 

Mr. Farranp. The latest Department figures, I believe, sir, were 
1.69. 

Mr. Rees. What does the average copy weigh ? 

Mr. Farranp. 1114 ounces, I believe. 

Mr. Rees. Then, he cannot carry 60 pieces. 

Just in simple terms, using these figures, you pay $1.02 for deliver- 
ing 60 copies of the magazine; and the Government pays this man 
for delivering them, $2.35 per hour. 

Mr. Farranp. That is right. 

Mr. Rees. And that does not consider the work of distributing the 
magazine in the Post Office. That is just carrying the magazines 
out. 

Mr. Farranp. I think we can clear up part of that in the latter part 
of this testimony, Mr. Rees. 

Mr. Rees. All right. 

Mr. Corserr. Mr. Chairman. 

Before we get too confused on that, you cannot assume that every 
house on the route is going to get a copy of the Saturday Evening 
Post; and does not the 35-pound maximum only mean that if they 
have more than 35 pounds in their sack, then the mail has to be 
delivered to some point on their route by a carrier ? 

Mr. Rees. By truck or carrier. 
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Mr. Corserr. It has to be delivered by truck or some motor equip- 
ment. And then it is picked up there, somewhere along the route, 
Mr. Rees. But you are still paying a man $2.35 an hour for his 
services. 

Mr. Corserr. There is no doubt about that. And there is also no 
doubt about the fact that he is carrying a lot of other kinds of mail. 

Mr. Rees. But whatever share in the sack is the Saturday Evening 
Post is costing at that rate. 

Mr. Corserr. I do not propose to know what he has in the bag or 
how much money is there; but 1 do not think that we can leave the 
impression that when the carrier leaves the post office, if he has 70 
copies of the Saturday Evening Post, this is the limit of his load. 
Mr. Rees. It is probably that he has 35 copies. 

Mr. Corserr. If it is over 35 pounds, then there has to be some 
point of deposit for additional mail on that route. 

Mr. Rees. You can do it cheaper by hauling it out there in the 
truck. 

The Cuarman. All right, you may proceed. 

Mr. Farranp. We are in complete agreement with the Department 
that the piece factor is the significant consideration in creating the 
high cost of handling mail, weight being a relatively minor one, since 
transportation costs are affected not by weight alone, but the combina- 
tion of weight density and the distance to be transported; in other 
words, cubic-foot-miles. Weight becomes important because it is 
solely on a weight basis that second-class postage fees are assessed. 

We strongly disagree, however, with the Department in any con- 
clusions it may have reached in survey of postal rates which give the 
impression the increased rates recommended for second- and third- 
class mail in H.R. 11140 can be absorbed by our industry without 
inflicting serious economic injury. I know my company’s fiscal posi- 
tion, and I have discussed the problem with many of my associates 
in the industry. All of us are finding it difficult to absorb the rate 
increases imposed by the 1958 bill, the full effects of which are not 
in force still. 

Let me review briefly why I contend the Saturday Evening Post 
will more than pay its way under the full provisions of the 1958 rate 
increase bill : 

Its per piece postage will be almost twice that paid by the average 
piece of second-class mail, based on 1959 figures. 

The amount of postage paid by the Saturday Evening Post in 1959 
was $4,495,000, or about 614 percent of the total of all revenue re- 
ceived by the Department from all second-class publishers’ mail, while 
the number of pieces of the Saturday Evening Post delivered through 
the mails in 1959 was less than 314 percent of the total of all second- 
class mail (table 24, cost. ascertainment report). 

The average miles of transportation for the Saturday Evening Post 
was just a shade more than a third of the distance reported as the 
average haul for all second class (table 31, “Cost Ascertainment 
Report”). 

Weight density of the Saturday Evening Post was more than twice 
that of the “average” second-class mailing, meaning that a pound of 
the Saturday Evening Post required less than half as much space for 
handling and transportation as the “average” pound of second class. 
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At least 11 percent of the total weight of the Saturday Evening 
Post sent through the mails is addressed for local delivery at the post 
ofice of mailing, thus eliminating transportation service and cost. 
In contrast, less than 9 percent of average second-class mail is ad- 
dressed for local delivery (tables 30 and 31, cost ascertainment report). 

The principal measure used in determining mail transportation 
costs is cubic-foot-miles. Because of weight density and relatively 
short distances hauled, the Saturday Evening Post accounted for less 
than 114 percent of the total cubic-foot-miles of all publishers’ second- 
class dhs in 1959 (table 31, cost ascertainment report). 

Consideration of these and other similar comparisons, however, be- 
comes academic— 

(a) If the actual cost of public services operations of the Post Office 
Department which, taking those services and functions identified by 
the Congress in Public Law 84426, amount to over $270 million 
annually, were taken completely out of mail costs. 

(b) If the nearly $88 million earmarked by the Department for 
plant and facility modernization were properly depreciated over a 
20-year period, as is the accepted practice in private business, instead 
of being written off in 1 year. 

(c) If there were proper allocation of the revenue—currently es- 
timated by the Department as 111 percent of costs—on first-class mail 
to cover the higher costs for the preferential handling and service it 
receives. In its 1959 cost report the Department shows adjusted 
revenue of approximately $143 million in excess of alleged cost. 

Should these adjustments, representing over $500 million a year, 
be made in Department bookkeeping methods, there would be no 
deficit in either second- or third-class mail. If, at the same time, the 
rates on first-class mail were increased to recover 140 percent of its 
alleged costs, as the Department has recommended, there would be 
no deficit in any class. 

Mr. JonHansen. May I interrupt at that point. 

Do I correctly construe this to mean, then, that if the various adjust- 
ments in the bookkeeping methods that you suggest and list here were 
accomplished, you would then recognize and be agreeable to the in- 
crease in first-class rates to bring it up to the 140 percent ? 

Mr. Farranp. No, we would not be able to say that now, sir. We 
do not know how the post office is going to do its accounting. It 
changes from year to year. 

Mr. Jouansen. I thought I covered that with my “if.” 

But what I am trying to interpret in the light of what you said 
earlier is the statement: “If, at the same time, the rates on first-class 
mail were increased to recover 140 percent of its alleged costs, as the 
Department has recommended, there would be no deficit in any class.” 

Mr. Farranp. That is right. 

Mr. JOHANSEN. I am trying to understand the significance of that 
statement in the context of what you said before, and in the context 
of your statement that you do not favor an increase in first-class rates. 
Why is that statement in there? What is its relevance? 

Mr. Farranp. I was just pointing out what would happen if the 
requested 140 percent went through, sir. We are not recommending 
at this time an increase in any class of mail. Iam just pointing this 
out, that there are certain methods of bookkeeping here: for instance, 
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if the $270 million were taken out of the deficit, if the $88 million 
earmarked by the Department for prime facilities were properly ap. 
portioned over a 20-year period. And since there is 111 percent now 
being recovered on first-class mail, that represents according to the 
adjusted figures, $103 million. You add those all together, and it is 
over $500 million a vear. 

Mr. Jomansen. We have said in these hearings repeatedly that we 
have just three ways of dealing with the costs of the post office opera- 
tion: One is through rate increases, one is through increased taxes, 

and one is through increased deficit financing. We are faced with 
the prospect of an $810 million additional annual cost, as a result of 
pay increases, 

Are you able to offer any thing helpful to us as to your views as 
to where the money should come from, as between these three or a 
combination thereof / 

Mr. Corserr. Would the gentleman yield for a correction / 

Mr. JoHansen. Yes. 

Mr. Corsetr. I believe the $810 million is incorrect. 

Mr. Jonansen. Thanks for the correction. It is $270 million, is 
it not? Thank you for the correction. 

But with respect to the $270 million, would you care to comment 
on the practical problem that we face in the Congress as between 
those three sources of revenue / 

Mr. Farranp. In the $270 million, are you referring to public 
services 

Mr. Jonansen. No; Iam speaking of the pay increase. 

Mr. Farranp. Oh, I see. They just happen to be the same. 

Mr. Jouansen. I am speaking of the cost of operating the Depart- 
ment as a package. I am not talking about the distinction between 
classes, or anything else. I am just addressing myself to the basic 
problem that we either get those increasing costs and the total cost 
from increased rates, increased taxes, increased deficit, or a combi- 
nation thereof. Do you have any comment on that ? 

Mr. Farranp. I have a very definite feeling, sir, that I do not 
believe that the pay increase should be judged along with any pos- 
sible rate increase. I do not think they belong together. 

The Crarman. Is that not part of the costs of operating the 
Department 

Mr. Farranp. Yes, sir; but there is so much of that pay increase 
that would go toward public services. 

But I think I can get at what the Congressman was asking. 

The Cuarrman. Are you talking about the increase in the compen- 
sation of the postal employees being a public service? That was 
just brought into it by the gentleman. 

Mr. Jonansen. I do not care whether it goes for public service or 
the handling of the mails. That is irrelevant to the point I am 
making. I am just saying that the Congress of the United States is 
incurring current and prospective increased expenses. 

I think I know something of the philosophy of the Saturday 
Evening Post, and I happen to have very high regard for it. TI am 
going to the basic, philosophical question of, where does the money 
come from?—and particularly the increased cost that the Congress 
is going to vote. That is the problem that some of us are deeply 

| concerned about; and that is the reason some of us were so insistent 
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on having hearings on this rate matter, as one of those possible 
sources of the revenue, 

Mr. Farranp. My own personal feeling, sir, is that if the Post 
Office Department could adopt a bookkeeping procedure, if you will, 
an accounting procedure, that seemed to be equitable, that could be 
understood, and would be the same from year to year, and it showed 
that there was an increase justified in the various classes of mail, we 
have never stood against paying an increase in mailing charges if it 
was Justified. 

Mr. Jouansen. My only thought is that a business firm might 
have a very faulty bookkeeping system, and it might be very helpful 
to correct that bookkeeping system. But if it was not operating on 
at least a break-even basis, if 1t was going into the red, reforming the 
bookkeeping system would not solve the problem. 

Mr. Farranp. That is right. 

Mr. JomaNsen. I am thinking of the Federal Government in those 
same terms. I am not debating, sir, your contention about the book- 
keeping system. I am trying to get your viewpoint as to, where do 
you think the money ought to come from‘ Where do you think we 
ought to seek for it? By increasing taxes, or by increasing rates, or 
by running more deficit financing/—not in the Department, but 
nationally. 

Mr. Farranp. If the proper charges were made against public 
services, that part of the money. we feel, should come from the ‘Treas- 
ury. I suppose you could say that is increased taxes; it comes from 
the Treasury. And if, again by proper bookkeeping procedure, the 
Department can demonstrate that second-class, first-class, third-, or 
fourth, after the proper money has been allocated to public service 
and other proper bookkeeping procedures, such as the $88 million, 
has been taken care of, if they can even demonstrate that second-class 
mail rates and magazines are costing them money, 1 am sure my 
company would have no objection to paying more money. 

Mr. Jomansen. Certainly, you would have no objection to the 
statement that the third alternative, adding to the national debt, is an 
intolerable nonsolution of the problem. 

Mr. Farranp. I certainly would not, sir. 

Mr. Corserr. Would the gentleman yield ¢ 

Mr. JOHANSEN. Yes. 

Mr. Corserr. Maybe this is an oversimplification; but I under- 
stand the gentleman to be saying that if there are proper allowances 
made for public service, if there are proper allowances made for 
what should be charged in various categories, then the Saturday 
Evening Post would not object to paying its fair share of the differ- 
ence, in order to avoid an Increase In the deficit. 

Mr. Farranp. If the Post Office Department can demonstrate that 
there isa difference, yes. 

Mr. Corserr. All right. 

But I wanted to change the subject, because I thought [I remem- 
bered that several vears ago, the Curtis Publishing Co. made a study 
as to alternative methods of distributing their publications. Sup- 


posing we were to price you out of the mails, how would you distribute 
your publications ¢ 
were the findings ¢ 


In other words, if such a study was made, what 
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Mr. Farranp. There is a study being made now, and there are no 
conclusive findings yet. In the old days, we used to have boy de- 
livery; boys would go along with a sack of Ladies’ Home Journals, 
for instance. 

Mr. JoHansen. May I interrupt to say I was one of those boys. 

Mr. Farranp. I was quite sure you were, sir. There are many 
distinguished gentlemen throughout the country that started that way, 

But we might use a method of boy delivery. We do not have any 
conclusions about it. It is expensive. It probably would cut down 
on our circulation; I do not know, sir. I cannot give you an exact 
answer on that. 

Mr. Corsetr. But throughout all these hearings, since about 1945, 
I have not been able to get very many people interested in volumes. 
We have these facilities, all this manpower, and I every once in a 
while get concerned that maybe we are pricing a lot of people out 
of the market, instead of enticing them in to use our facilities. As 
I said, I cannot get any interest in this. 

Mr. Rees. You want them to pay their way, though, do you not? 

Mr. Corserr. This is, of course, a method which has never been 
explored and never been tried, of trying to increase volume to decrease 
deficit, which I understand many businesses have adopted, this pro- 
gram of a smaller profit in order to increase volume and increase 
total profit coming in, decreasing the profit per item. We have 
always just taken the attitude, in the committee, on the floor, and 
in the Department, that if you have a deficit, the way to handle that 
deficit is to increase rates. 

I am wondering if anybody has ever tried to understand what 
increased volume might do; and secondly, I am concerned, very 
naturally, as rates go up, as to whom and to what extent are we 
driving, second class or third class, out of the market ? 

Mr. Rees. We do not have a market. It is a service we are 
rendering. 

The Cuatrman. Is there anything further the witness has? We 
have three more witnesses here this morning. 

Mr. Cornerr. Yes, but I have taken the trouble to ask one question, 
as to whether or not they are considering dropping out of the mail 
if the price becomes exorbitant. 

Mr. Farranp. No, we are not considering that, Mr. Corbett. 

Mr. Corserr. Then, what are you considering doing ? 

Mr. Farranp. It could happen we would be forced out, if our 
rates went up millions of dollars. If you look at our net. profit, 
you will see how many millions of dollars it is; and if the postal 
rates went up to the point where we would have to go out of business 
because we could not pay them, we would have to find some other 
method of distribution. But at the moment, we are not considering 
it, no. 

Mr. Corserr. You are not considering it ? 

Mr. Farranp. No. 

Mr. Barry. Would the gentleman yield ? 

The CHarrman. Mr. Barry. 

Mr. Barry. I would like to ask Mr. Farrand how many copies 
are distributed through the mails, as distinguished from your news- 
stand sales. 
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Mr. Farranp. It is about 5 million copies of the Saturday Evening 
Post, versus about 1,300,000 or 1,400,000 on the newstands. 

Is that right? 

Mr. Hau. It is a little more than on the newstands: 1,500,000. 
It varies. 

Mr. Barry. What is your price today? 20 cents per copy? 

Mr. Farranp. No; that is in an experimental area out in the West. 
It is 15 cents, basically. 

Mr. Barry. And what does the newstand get for selling it? 

Mr. Farranp. We distribute to the newstands through wholesalers. 
[am going to have to reach back in memory, because this is not any 
part of the business, circulations. As I remember it, the wholesaler 
vets 9 cents, or pays 9 cents. 
~ Mr. Barry. So there is a 6-cent leverage there he divides with the 
newsstand. 

Mr. Farranp. He in turn sells to the newsstand dealer at—what 
is it?—11% cents. 

Mr. Barry. So there is a 314 cent newsstand profit. 

Mr. Farranp. That is right. 

I would not swear to these figures, because as I say, this is not any 
business. 

Mr. Barry. When I used to sell them, I got 114 on 5; and then the 
wholesaler got a half a cent or a cent; Iam not sure which. During 
those days, the one and a half plus what the wholesaler got may have 
been another, you say, half a cent? Or would it be three-fourths of a 
cent ora cent’ Do you have any figures in your recollection on that ? 

Mr. Farranp. No. 

Mr. Barry. But at least 40 percent of the sale price went into the 
final distribution; 40 percent of the sale price of 15 cents a copy is 
6 cents. And the Post Office is getting what? What are you paying 
the Post Office now ? 

Mr. Farranp. About 214 cents on an average copy. 

Mr. Barry. So it is cheaper to send it by mail than to do it by 
sales boys? 

Mr. Farranp. Oh, yes. 

Mr. Jouansen. Of course your cost also includes your freight, your 
distribution cost. 

Mr. Farranp. Yes. 

Mr. Barry. There is also a freight cost. I did not figure getting 
it to the neighborhood, for the delivery, at least to wholesaler. 

The CHatrman. Mr. Porter? 

Mr. Porrer. Had the gentleman completed his statement ? 

Mr. Farranp. There are just two more paragraphs in conclusion. 

Mr. Barry. I just wanted to show, if possible, that the change in 
method from boys to the Post Office Department was a saving to the 
company. 

Mr. Farranp. There is no question about it. It was. 

Mr. Barry. And you are exploring the possibility of going back to 
boy salesmen; is that correct? 

Mr. Farranv. Yes. 

Mr. Barry. Thank you. 

Mr. Porter. Mr. Chairman, I am perfectly willing to have the 
gentleman complete his statement before I ask my question. 


| 


338 POSTAL KATE REVISION 


The Cuairman. All right, conclude your statement. There are 
just two paragraphs remaining. 

Mr. Farranp. Mr. Chairman, I have addressed myself exclusively 
to figures and statistics of the Saturday Evening Post. We perform 
the same operations and pay, proportionately, “the same amount of 
postal charges, in distributing our other publications through the 
mails, I contined myself to the Post only to avoid possible confusion 
in listing figures. Anything I have said regarding the Saturday 
Evening “Post is lar gely applic ‘able to our other magazines. 

Again 1 thank you for the opportunity you have given me to 
appear here today, and the way in which you have rec eived my testi- 
mony. I do reiterate, however, that our company is paying its full 
measure of postal costs; that any further increase in second-class mail 

rates at this time would be an unfair and unwarranted assessment 
against the Curtis Publishing Co., and many other publishers who 
are dependent upon mail distribution, and who are paying their full 
share of postal costs. 

Thank you sir. 

The Cuamman. Mr. Porter. 

Mr. Porrer. Mr. Farrand, have you protested directly to the Post- 
master General about the bookkeeping / 

Mr. Farranp. On many occasions. I personally have not, but my 
company has. 

Mr. Porrer. What answers has he given you in defense of these 
practices you so well condemn here ¢ 

Mr. Farranp. They do not seem to agree with us, sir. 

Mr. Porrer. But have they given you direct. answers to these other 
matters / 

Mr. Farranp. No: they say the only way you can do it is through 
the cost ascertainment system. 

Mr. Porrer. And this is all they tell you? It is that terse ? 

Mr. Farranp. In general. 

Is that not true / 

Mr. Krars. That is essentially true. Our appeals have been made 
here in testimony before this and a Senate committee, and we have 
been refuted in every case by the Department. 

Mr. Porrer. But you have dealt directly with the Postmaster Gen- 
eral, without any satisfaction ? 

Mr. Farranp. That I cannot say, Mr. Porter. I do not know 
whether we have actually taken the case to Mr. Summertield person- 
ally or not. I cannot say. 

We have talked with Mr. Summerfield, but not. on rates, 

Mr. Porrer. I do not care whether it is Mr. Summerfield. But 
with the Post Office Department, have you objected to their methods 
of bookkeeping, directly, and have you had answers from them ?— 
which I assume you found unsatisfactory. Is there a correspondence 
between Curtis Publishing Co. and the Post Office Department ? 

Mr. Krars. Not. on this issue, no. 

Mr. Farranp. No. 

Mr. Porrer. You have a tremendous stake on it, and also a certain 
amount of knowledge about it; but you have not corresponded di- 
rectly with the Postmaster General ? 
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Mr. Farranp. No. We have had personal conversations with mem- 
bers of the Department, but not with the Postmaster General. 

Mr. JonansEN. Would the gentleman yield ¢ 

Mr. Porrer. Yes. 

Mr. Jomansen. Would you be able to identify with whom in the 
Department you have had these discussions ¢ 

Mr. Farranp. No, I could not, sir, because I was not the individual 
who had them. 

Mr. Porrer. The Postmaster General has said that after the cur- 
rent rate in crease comes into effect next year, you second-class people 
will be paying 26 cents out of every dollar it costs the Post. Office to 
send your mail around. I take it, from your testimony, you disagree 
with that 26 percent figure. 

Mr. Farranp. Yes, sir. 

Mr. Porrer. But on the other hand, the Postmaster General has said 
that first-class mail is recovering 111 percent, and apparently, from 
your testimony, you accept that figure. Is his bookkeeping good in 
one case but not good in the other ? 

Mr. Farranp. We do not accept it, sir. We were just demonstrat- 
ing what could be done. 

Mr. Porrer. You mean on the basis of his own premises / 

Mr. Farranp. Yes. 

Mr. Porrer. But still, if it is faulty, with regard to the 26 percent, 
it must be faulty with regard to the 111 percent. 

Mr. Farranp. We were just using that, using his own figures to 
demonstrate our point; that is all. 

Mr. Porrer. In other words, you are not saying everything is all 
right in second- and third-class mail, because they are paying their 
way, but first-class not, and 1f we want an increase we should look to 
first class? 

Mr. Farranp. No, sir. 

Mr. Porrer. You are saying things are so muddled up by the 
methods used by the Postmaster General that you cannot tell where 
you are. 

Mr. Farranp. Yes. 

Mr. Porrer. All right. 

Your company isa publicly owned corporation, is it / 

Mr. Farranp. Both. The control of the company is owned by the 
Curtis family and their descendants. There is some stock publicly 
owned. 

Mr. Porrer. What is the invested capital 4 

Mr. Farranp. It just so happens I have the annual report. Did you 
ask for the gross income of last year, 1959 ? 

Mr. Porrer. No. What I want to know is the amount of your 
capital, and then the amount of your earnings before taxes. 

Mr. Farranp (looking at booklet). According to our report, the 
stated capital in 1959 was $23,488,075. That is about $23,488,000. 

Mr. Porrer. What were the earnings on that / 

Mr. Farranp. Our gross for 1959 was $243,043,688; and our net 
was $3,960,810, or about 1.659, just under 124 percent net. 

Mr. Porter. Of earnings 

Mr. Farranp. Yes. 

Mr. Porter. That is what you paid ? 
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Mr. Farranp. No, sir; that is what our net was on our gross. 

Mr. Porter. You are talking about millions of dollars, or percent ? 

Mr. Farranp. Our gross profit or gross sales were $243 million, in 
round figures. Our net was $3,960,000. 

Mr. Porter. I want to know what you earned on your invested 

sapital. 

Mr. Farranp. I do not have that figure here, sir, and I am not 
familiar with it. 

Mr. Porrrr. Do you not have any stock in the company ? 

Mr. Farranp. No, sir. 

The Cramman. What isthe capital stock of the company ? 

Mr. Farranp (looking at booklet). The stated capital, as I said, 
sir, 1s $23,488,000. 

The Cuamman. Do you pay an annual or semiannual dividend each 
year? 

Mr. Farranp. We paid a dividend on the common stock of 65 cents. 

Was it not? 

Mr. Har. Thirty-five cents. 

The What is that ? 

Mr. Farranp. On the common stock. 

Mr. Porrrer. What percent is that of the common shares ¢ 

Mr. Farranp. On May 1, 1959, a dividend of 35 cents per share was 
paid on the common stock. 

Mr. Porter. Could you put that into a percentage for me? What is 
the value of a share ? 

Mr. Farranp. Today it closed at 9%’s, as I remember it; about 10, 
let’ssay. I donot remember what it was a year ago. 

Mr. Porter. Could you get those figures and insert them in the 
record ? 

Mr. Farranp. Yes, sir. 

Mr. Porter. I do not think whether you are solvent or insolvent has 
anything to do with what vou pay, what your fair share of the costs is. 
But it does have something to do in getting the increase in rates and, 
more important, in terms of the impact. If we did raise vour rates 
the way they were raised for the last 3 years, and as provided in my 
bill, going up from a half cent to 1 cent. during 3 years, is it your 
position that such a rate increase would cause your company to go 
out of business ? 

Mr. Farranp. It is not our position that it would necessarily cause 
us to go out of business; but it would certainly do tremendous damage. 
I pointed that out in the first page of my testimony, sir. 

Mr. Porter. Well, damage in the sense that you would not be able 
to pay such big dividends, or what? 

Mr. Farranp. Big dividends? Thirty-five cents is a big dividend ? 

Mr. Porter. Well, I am not familiar with corporate bookkeeping. 
But I know that is not the whole story. 

Mr. Farranp. I would be glad to leave you this annual report, and 
you can see for yourself, sir. 

Mr. Porrer. T would need a staff to go through it. But I would be 
glad to take a look at it when you leave here. 

But what I am getting at is, the impact of a rate increase has to be 
considered, under the Postal Policy Act; and a company like yours 
can pass on an increase to the people who are receiving the magazine. 
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You have been doing this, I assume, because Mr. Barry sold the Sat- 
wday Evening Post, and I sold the Saturday Evening Post, for 5 
cents, maybe more. I assume you do pass these things on to people 
who get the Saturday Evening Post, and I assume you could do it 
again. 

Mr. Farranp. We have not passed it on for some time, Mr. Porter. 
And it is not quite as easy as that. 

As you know, as far as our subscriptions are concerned, most of 
them are gotten through direct mail, through mailing. I cannot quote 
you exact percentages of return on a mailing, because the rates vary. 
One might be a special offer of one kind or a special offer of another. 
But let’s say, just to use as an illustration: If we did a mailing of a 
million for a full-rate subscription of the Saturday Evening Post, that 
is $6 a year, and our return on that would probably be, based on past 
experience, around a half of 1 percent: or we would get back for that 
million mailing about 5,000 subscriptions, based on $6 a year. 

If we increased that cost to $6.25 a year, we would probably, in 
order to get the same 5,000 return, have to do a mailing of almost 
2 million. 

So we cannot say that we are really passing this along to consumer. 
It costs us that much more to get it. 

Mr. Porter. I assume you would still stay in business to make 
money, and if you got the increased expense, you would try to stay 
afloat financially, and we would hope you would survive. 

Mr. Farranp. We would certainly do our best. 

Mr. Porter. In my bill I have suggested adding a paragraph to 
the Postal Policy Act. I would like to ask you if it is in line with your 
thinking: 
postal rates and fees shall be established and maintained, except as otherwise 
specifically provided by the Congress, on the basis that (A) each user of the 
mails shall pay the cost of the service received by such user and (B) such 
adjustments of postal rates and fees as are required to carry out the policy 


set forth in clause (A) of this paragraph shall be made as promptly as is prac- 
ticable in the light cf the general public interest— 


that would be where we want to get a subsidy— 
and the impact— 

which we have just been discussing— 

of such adjustments on users of the mail. 

Just to clear up this matter, each user paying his cost except as Con- 
gress decides he should not, and then having in mind impact as we 
do increase costs to make a user pay his entire cost. 

As to that kind of principle, we do not have any disagreement on 
that; it is a question of bookkeeping that bothers us. Is that correct? 

Mr. Farranp. We have absolutely no feeling of difference with you 
at all, sir, in that each user of the mail or different classes of mail 
should pay his own way. Our contention is that we are paying our 
own way. 

Mr. Porter. Thank you very much. 

The Cuatrman. All right, thank you. 

Mr. Jonansen. Mr. Chairman, could I impose on the time for just 
one moment ? 
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On page 2 you state: 


During prior years of rate-hearing testimony, Walter D. Fuller, Mr. MacNeal’s 
predecessor as president of the company, appeared before both House and 


Senate postal committees to advocate congressional action in properly adjusting 
the rates on second-class mail. 


Does that mean that there was support from this source for some 
rate increase ¢ 

Mr. Farranp. Yes, sir. 

Mr. Jouansen. Was the bookkeeping system, which is now referred 
to as Mr. Summerfield’s sloppy bookkeeping—and I do not know who 
we are going to use for a whipping boy after January—the same then 
as it isnow 

Mr. Farranp. As I understand it, it approximately was. It is not 
Mr. Summertfield’s bookkeeping sy stem; it is one he inherited. 

Mr. Jonansen. Iam glad to have that on the record. 

Mr. Porrer. But it is sloppy, you would say ¢ 

Mr. Farranp. But it issloppy, yes. 

Mr. Jonansen. And it was inherited ? 

Mr. Farranp. Yes. 

Mr. Jouansen. Let me make one observation. 

I do not want to be critical, but I would hope that there would bea 
matter of written record with the Department from the Curtis Pub- 
lishing Co. as to their views on this matter, not just oral conversation; 
and also that the company would interest itself in appearing before 
the Appropriations Committee with respect to some of these problems. 
We need your help, too. 

Mr. Farranp. Right, sir. 

Mr. Porter. May I say Lagree with the gentleman. 

The CuatrmMan. Thank you very much, gentlemen. 

Mrs. GRaNAHAN. Mr. Chairman? 

The Cuarrman. Mrs. Granahan. 

Mrs. Grananan. At this point, I would certainly like to commend 
Mr. Farrand for his very excellent and well-prepared statement. I 
want to say also that that has been the policy of the Curtis Publishing 
Co., and it is well known, not only in Pennsylvania but really, T wouk d 
say, throughout the country. And they have really been responsible 
for a gr eat contribution, through publications, to the city of 
Philadelphia. 

Mr. Farranp. Thank you. 

Mr. Rees. I would like to say this, if I may. I would like to have 
you figure out and tell me how we can carry your Saturday Evening 
Post for less than 35 cents. Iam still wondering about it. 

Mr. Farranp. We can get that for you later, sir, and give it to you. 

Mr. Rees. I would be glad to have you tell me how you can do it. 

The Cnamman. All right. 

Mr. Barry. Mr. Chairman / 

The Cuarman. Mr. Barry. 


Mr. Barry. I would like to commend the gentleman for the fine 
statement he has made, and especially the Curtis Publishing Co., cer- 
tainly for what it stands for in America. I would like also to say that 
it was my introduction into the free enter prise system, and I hope 


the boyhood of America can someday again be, in part, at least, a part 
of the free enterprise system in Americ: 
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The CuarMan. Thank you, gentlemen, very much. 

The next witness is Mr. John B. Gordon, manager of the Progressive 
Farmer, Raleigh, N.C. 

Mr. Gordon, 


STATEMENT OF JOHN B. GORDON, MANAGER, THE PROGRESSIVE 
FARMER, RALEIGH, N.C. 


Mr. Gorpon. Mr. Chairman and members of the committee, my 
name is John B. Gordon, representing the Progressive Farmer Co. 

Our publication is a farm and home magazine, published in five 
separate editions, covering the 16 Southern States. Our editions are 
edited in Raleigh, N.C., Birmingham, Ala., Memphis, Tenn., and 
Dallas, Tex. We will observe our 75th anniversary in February 1961. 

We are an ABC publication guaranteeing a total of 1,400,000 net 
paid subscribers to all of our editions. We have no newsstand sales. 
The Progressive Farmer’s second-class postage bill in 1959 was 
$353,000; for third class, $79,072. These figures are a matter of record 
and are available to the Committee through the Post Office Depart- 
ment. 

Having attended a number of these hearings, I know that there is 
always considerable repetition of facts and figures presented by various 
witnesses. To spare you this ordeal, I know of no better way to 
wrap up our case than to attach hereto a copy of a letter prepared 
by the top officers of our company to go to all Representatives and 
Senators from our territory. 

I ask that this letter, which I shall now read to you, be inserted in 
the records of this committee hearing, so that it will be available to 
nonrecipients. 

The CHairMan. Very well, sir. 

Mr. Gorpon. This letter has not gone out. There is no date. It 
is just put under the date of “May 1960.” It will be mailed directly 
after the hearings are completed. 

The Cramman, Allright, sir. 

Mr. Gorvon. And it will be addressed to each Representative and 
Senator from the Southern States. 

The Progressive Farmer is strongly opposed to the administration’s postal rate 
increase proposal as presented in H.R. 11140 and its companion bill, S. 3192. 

In 1958, Congress passed a postal rate bill that had the effect of increasing 
our second-class postage costs over 1958 as follows: 

If the provisions of this bill are enacted in 1959, an increase of 
$35,000, or 11 percent; in 1960, it will be $88,000, or 27.7 percent ; in 
1961, it will be $139,000, or 43.7 percent. 

Now, before the third annual increase provided by the 1958 act of Congress 
has become fully effective, the administration proposes another increase that 
would boost our 1961 second-class postage costs by at least an additional $84,000 
per year for 1961 and each year thereafter. This would make the total increase 
in costs for the year 1961 over 1958 costs $228,000, or 70.1 percent. 

The Progressive Farmer is not opposed to a reasonable increase in second- 
class postage rates. 

And in all of the hearings, we have so stated. I think that will 
show in the record. 
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In August 1957, in testifying before the Senate Post Office Committee, President 
Butler stated: 

“The Progressive Farmer is not opposed to some increase in second-class 
rates, if Congress feels it is necessary. We have the firm conviction that before 
any increase is made, Congress should establish a postal policy. In setting 
this policy, it should decide what is the true value of the public services now 
being performed by the Post Office Department. To my way of thinking this 
must be done before intelligent action can be taken on postal rates.” 


In the postal rate bill passed in 1958, Congress laid down a postal policy. it 


provided that losses incurred by the Post Office Department due to its public 
services be charged to general funds. It further provided that the cost of these 


public services should not coustituted a direct charge upon any user or Class of | 


users of the mails. Cost of all the many services which the Post Office renders 
with out charge is estimated to be around $250 million. Admittedly, there is 
some difference of opinion as to the actual cost of these public services. But, 
whatever they are, charging them against the mail user is fantastically unfair, 

The Postmaster General has disregarded the postal policy as established by 
Congress in 1958, and continues to include in his figures for Department deficit 
and arguments for rate increases, many hundreds of millions of dollars that by 
all that is fair and right should be charged to the general public. 

Let us say again that the Progressive Farmer is not opposed to a reasonable 
increase in second-class rates, if Congress decides it is needed. But we do 
protest vehemently on having to pay rates that are based on deficit figures which 
include hundreds of millions of dollars worth of public services. If these public 
services are worth the money—and we think most of them are—let the public 
pay for them. 

Finally, if accurate cost ascertainment figures prove that an increase in 
second-class rates is in order, let them be reasonable, let them be in keeping 
with good business practice and with due regard to the welfare of those of us 
who have no choice but to use the mails. The Post Office Act of 1958 provides 
for a 1961 increase in our second-class postal bill of 48.7 percent over what we 
paid in 1958. Let that large increase go into effect before piling another big 
increase on top of it. And if another increase of the size suggested by the 
Postmaster General in H.R. 11140 and 8. 3192 is necessary, defer it until 1962 
and then spread it over a period of 3 years. 

Sincerely yours, 
THE PROGRESSIVE FARMER COMPANY. 


Signed by Eugene Butler, president and editor in chief; Alexander 
Nunn, vice president and executive editor; and Fowler Dugger, vice 
president-general manager-treasurer. 

Gentlemen, I would be very glad to answer, if possible, any ques- 
tions that you might wish to ask me. 

The Cuamman. Are there any questions of Mr. Gordon ? 

Mr. Gorvon. If not, I certainly thank you, Mr. Chairman and 
members of the committee, for your courtesies today and at other 
hearings in the past. 

Mr. Rees. It isa very, very fine statement. 

The Cuamrman. We appreciate your statement. You appear to be 
eminently reasonable and fair about this whole matter. I want to 
compliment you and also the company, for this letter. 

Mr. Gorpon. We have tried to be, Mr. Murray. 

The CuarrMan. Our next witness is Mr. Giles Morrow, president 
and general counsel of the Freight Forwarders Institute, Washington, 


D.C. 
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STATEMENT OF GILES MORROW, PRESIDENT AND GENERAL 
COUNSEL, FREIGHT FORWARDERS INSTITUTE 


Mr. Morrow. Mr. Chairman and members of the committee, my 
name is Giles Morrow. I am president and general counsel of the 
Freight Forwarders Institute, with principal offices in the Continental 
Building, 1012 14th Street NW., Washington, D.C. 

The Freight Forwarders Institute is a national organization main- 
tained by and representing freight forwarders subject to regulation 
under the Interstate Commerce Act. The freight-forwarding indus- 
try, as represented by the institute, is opposed to bills H.R. 11140 and 
11360 to the extent that they propose increases in first-class and air- 
mail rates, 

With regard to the specific proposals contained in these and other 
bills for increases in other categories of mail, the institute does not have 
a position. However, it is our position that if increases in any mail 
rates are authorized at this time, they be imposed with regard to the 
service that is being performed at a loss. 

Freight forwarders are common carriers of freight. They were 
brought under regulation of the Interstate Commerce Commission by 
enactment, in 1942, of part IV of the Interstate Commerce Act, which 
is comparable in regulatory scope to the other parts of the act regulat- 
ing rail, motor, and water carriers. 

Freight-forwarder service is confined to less-volume freight, or lots 
of freight which can be consolidated into larger volumes, truckload 
and carload. Forwarders utilize the services of other common car- 
riers for the line-haul movement of freight, while assuming full com- 
mon carrier responsibility for the transportation from. origin to 
destination. 

Approximately 80 freight forwarders operate in domestic service 
within the United States pursuant to authority granted by the Inter- 
state Commerce Commission. In 1959, the class A—or largest—for- 
warders transported 24 million shipments, for which they collected 
gross transportation revenue of approximately $443 million. Net 
income of the industry in 1959, after income taxes, was a little less 
than $4 million, not quite 1 cent per each dollar of gross income. 

The average weight of shipments moving in forwarder service is 
about 350 pounds. In 1959 it was 345 pounds. I do not have figures 
to show the breakdown of forwarder shipments by weight brackets, 
but. forwarders are competitive with parcel post as to some of their 
business. 

Because of the nature of their services, and the manner in which they 
operate, freight forwarders are exceptionally heavy users of first-class 
and air mail. As compared with other industries, and particularly 
other transportation companies, the ratio of postage expense to net 
earnings is disproportionately high in the forwarding industry. 

Freight forwarders consolidate freight at key points throughout the 
United States and forward it in volume consignments to break-bulk 
stations throughout the Nation. Their billing papers covering exch 
shipment, are made up on manifold forms with 8 to 10 copies each. 
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These and other shipping papers must be mailed so as to arrive at the 
destination station before the arrival of the freight. Unlike some 
of the physical carriers, forwarders cannot use company mail, but must 
use first-class or airmail service. 

In 1958, the last year for which official figures on postage costs have 
been published, class A freight forwarders paid $1,654,865 for postage. 
According to information furnished me by the industry, by far the 
greatest portion of the postage bill is for first-class and air mail. An 
increase of 1 cent per ounce in first-class and airmail rates would, by 
the most conservative of estimates, cost the freight-forwarding indus- 
try more than a quarter of a million dollars annually. This addi- 
tional expense would have a very heavy impact on an industry whose 
net income is only about $4 million per year. 

The survey made by McKinsey & Co., Inc., submitted by the Post 
Office Department in justification of increased postal rates, concludes 
that while 70 to 80 percent of all first-class mail is originated by 
business, the expense, when compared with other items of operating 
cost, is of “minute significance” to most executives. This is not true 
of the freight-forwarding industry. Because forwarders operate on 
such thin margins, the impact of postal increases can best be weighed 
by comparing such increases with net earnings. Using 1958 figures, 
the ratio of postage expense to net forwarder income after taxes was 
39 percent. An increase of 20 to 25 percent in the postage bill would 
materially increase this ratio. 

The desire to cut down the postal deficit is understandable, but we 
cannot agree that it is either logical or in the public interest to reduce 
the deficit by increasing the rates on the only categories of mail that 
now are more than paying their share of the cost of service. Further- 
more, if the cost of first-class mail service is to be increased by : 
“Judgment factor” representing “value of service,” we see no reason 
why such a factor should not be applied in the case of other categories 
of mail, particularly parcel post, which obviously competes with 
private enterprise transportation and provides a commercially valu- 
able service for many business shippers. 

The testimony and exhibits submitted by the Post Office Depart- 
ment show that first-class mail produces a coverage of 111 percent of 
its cost. Airmail revenues amount to 114 percent of the cost of the 
service. On the other hand, table C-2 of the “Survey of Postal Rates” 
submitted by the Department and printed as House Document No. 
381, 86th Congress, shows that for the year 1959, on an adjusted basis, 
second-class mail produced revenues which covered only 26 percent of 
costs; revenues from controlled circulation publications amounted to 
69 percent of costs; third-class mail revenues accounted for only 73 
percent of costs; and fourth-class mail, or parcel post, produced reve- 
nues amounting to 96 percent of the cost of the service. 

While these figures were adjusted to reflect changes that occurred at 
any time during the year to an annual basis, there was not included 
in the cost figure some $39 million attributable to such expenses as 
workmen’s compensation, custodial costs, repairs to buildings, etc. 
Costs were thus understated by business standards. 

Whether or not there are sound reasons why these deficit-producing 
services should be subsidized by the taxpayer, we submit that there 
is no reason why they should be subsidized by the users of first-class 
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mail. Particularly is this true in the case of business-type service 
such as parcel post which directly competes with privately owned 
transport services. 

We realize that under the Postal Policy Act of 1958 the Postmaster 
General is supposed to request rate adjustments in parcel post so as 
to keep revenues and expenses within 4 percent of each other. But 
in an enterprise as large as the parcel post system that is quite a 
margin, and the lag is always on the side of revenues. 

For example, in November 1959, the Interstate Commerce Commis- 
sion authorized parcel post increases, which became effective Febru- 
ary 1, 1960, intended to produce revenues of S88 million annually, 
almost the precise amout of the estimated parcel post deficit. So long 
as the costs of doing business continue on the upward trend, parcel 
post. revenues will continually be millions of dollars behind parcel 
post costs. 

We respectfully suggest that if it be decided to increase postal 
rates in order to reduce or eliminate the postal deficit, the rates be 
increased for the services which are responsible for the deficit, and that 
no increases be made in the already self-suflicient first-class and airmail 
service, 

That concludes my statement. 

Thank you. 

The Cuamman. Thank you very much for your statement. 

The last witness this morning is Mr. 8S. T. Barkman of Berlin, Wis., 
executive secretary of the National Association of Advertising Pub- 
lishers. He is accompanied by Mr. Victor Green of Pekin, Ind., who 
is president of the National Association of Advertising Publishers. 

We shall be glad to hear from you gentlemen. 


STATEMENT OF S. T. BARKMAN, EXECUTIVE SECRETARY, NA- 
TIONAL ASSOCIATION OF ADVERTISING PUBLISHERS, BERLIN, 
WIS.; ACCOMPANIED BY VICTOR GREEN, PRESIDENT OF THE 
NATIONAL ASSOCIATION OF ADVERTISING PUBLISHERS 


Mr. Green. Mr. Chairman and members of the committee, I am 
Victor Green of Pekin, Ind. As president of the National Associa- 
tion of Advertising Publishers and as publisher of three free distribu- 
tion papers in southern Indiana, I would like first to thank the 
members of this committee for giving me the opportunity to present 
some of our views on postal matters. I hope that something I have 
to suggest. will be of help to the members of the committee in recom- 
mending postal regulation in the future. 

The publishers throughout the United States who make up our 
association and operate our industry produce free newspapers that 
go to all homes in a community’s trading area and produce advertising 
publications without news that go to all homes in a trading area. 

We feel that the value of these daily, weekly, and semimonthly 
publications to their communities and to the small business in their 
communities is evidenced by the fact that their number has grown 
from less than 500, 10 years ago, to well over 1,000 now, while most 
other forms of periodicals have declined rapidly in number. These 
free newspapers and advertising papers now go to more than 6 mil- 
lion homes each week, where they affect the lives of about 25 million 
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Americans. Individually, some of them are small; but you can see 
that together, they compare with some of the largest national maga- 
zines, with the added impact, of course, of being of local origin. 

We feel that this new, rapidly growing industry is proving its 
worth and importance, but we do not ask for special favors. There 
are millions of subscription newspapers mailed absolutely free of 
postage each week, and other millions mailed almost free—about 
one-sixteenth as much as our blanket distribution papers pay. Our 
papers give service to their advertisers and their communities similar 
to these second-class publications, but we do not get and we do not 
want this free mailing privilege. 

We do not ask for a postage rate that is less than the cost of 
handling our mailings. We intend to pay our way. Our industry 
is growing at a tremendous rate without special privilege, in spite 
of difficulties thrown in our way, and we do not want to build it on 
the false foundation of governmental subsidy. We ask only that we 
be given fair treatment. 

In going into 6 million homes a week, our papers give a low-cost 
means of advertising to small businesses. An average of about. 60 
small businesses use each of these papers each week, and an average 
of more than 100 use each of them fairly regularly [displaying 
newspaper |. 

This means that about 100,000 small businesses use these papers 
regularly because they carry their advertising messages to the homes 
most. economically. They advertise in them because this is so, and 
only because this is so. Therefore, 100,000 small businesses will pay 
more for their advertising or lose their means of advertising if 
third-class postage is increased. 

The greatest unfairness, that we would especially like to bring to 
the attention of this committee, is that our local mailings are charged 
at the same rate as mailings from hundreds of miles away. These 
local mailings, I have been told over and over by the 11 postmasters 
of post. offices where we have third-class permits, are a definite profit 
item to them. They require no postal transportation and little local 
cost to the postal department, yet they are charged exactly the 
same rate as other third-class mail that requires long transportation 
and thus loses the Post Office Department about $200 million a year. 
Is it fair for the third-class matter that makes the post office a profit 
to be charged the same rate as third-class matter that causes the 
Post. Office Department a great loss ¢ 

We also would like consideration of some mail classifications. 
There are two kinds of mail matter besides the second-class news- 
papers that are mailed cheaper than our 16 cents a pound rate. One 
is catalogs, often transported for hundreds of miles before being 
delivered: and the other, controlled circulation newspapers with 24 
or more pages. Many of our papers would fit into one of these 
classifications but for one thing: they must. have a minimum of 24 
pares. 

The postal rules do not specify what size the pages must be, so 
some publishers whose equipment lends itself to that format some- 
times put out 24 very small pages and thus get the lower rate. If 
you take one of our standard six-page papers and split the sides, it 
would qualify, I believe, for the 10 cents or 12 cents a pound rate 
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[demonstrating]. Is it fair and reasonable to base the lower rate 
classification on the number of pages¢ One minute ago this paper 
paid the 16-cent rate. I split the side and cut it in two, and pay the 
10-cent rate. Why is that ¢ 

I believe that it is the stated aim of the Post Office Department to 
decrease unnecessary expenses and operate efficiently. In what ap- 
pears to be an attempt to discourage third-class mailing, some of which 
is profitable to the post offices, there is a ruling that third-class mail 
delivered by town or city carriers must be addressed. The mailer has 
the expense of getting the mailing lists and addressing the pieces 
and the post office then has the expense of handling them according 
to addresses. In one small post office, I am informed that it costs 
the post office $12 each mailing to case our mailing after we have 
spent $12 to address it. 

In order to be fair to our industry, we respectfully ask that your 
committee consider the following : 

First. That there be no further third-class mail rate increase while 
so many small businesses of all kinds are in need of help rather than 
ready to face additional expense. 

Second. We ask that the local third-class matter be zoned, giving 
a lower rate to the mailings that entail little or no transportation 
cost, so that the postal rate will be in fair balance with the cost of 
handling the various kinds of third-class mail. 

Third. We suggest that the basis for the 10 cents a pound and 12 
cents a pound mail be by weight rather than by number of pages. 

Fourth. We ask that the unnecessary expense to the publisher and 
to the post office in addressing local, regularly issued, third-class mail 
be eliminated. 

A thousand publishers and a hundred thousand small businesses 
that depend on their publications will appreciate your favorable con- 
sideration of this request for fair treatment. 

The CHarrman. How many members do you say there are of the 
National Association of Advertising Publishers? A thousand; is 
that right ? 

Mr. Green. No; there are a thousand such publishers. We can 
hardly keep track, because there are new ones organized almost daily. 
Our organization in 2 vears has built up to about 230 members. 

The Cuarrman. Where are your papers circulated in southern In- 
diana? Tsee you have three papers in southern Indiana. 

Mr. Green. Our own papers cover six counties north and west of 
Louisville. 

Mr. Barkman. That is, Mr. Green’s personal papers. 

Mr. Green. Yes; that is my own, not the organization’s. 

The Cuamrman. That is what I meant. You publish three papers? 

Mr. Green. Yes. 

The Cuarrman. All in southern Indiana? 

Mr. Green. Yes; that is right. 

The CuarrmMan. What is the extent of your mailings? 

Mr. Green. We mail 18,000 a week. 

The Cuarrman. What rate do you pay ? 

Mr. Green. We pay a 16-cent. rate. And they are free newspapers 
[displaying newspapers]. They are exactly the same as second-class 
publications except 


ews- 
One | 
eing 
1 24 
hese 
f 24 
SO 
yme- 
If 
s, it 
rate 


350 POSTAL RATE REVISION 


The Cuairman. Do you have any news items in your bulletins also ¢ 

Mr. Green. Yes |showing newspaper]. They are the same format 
exactly, in our case; not in the case of all organization papers. But 
in our case it is exactly the same as many small publications, except 
that we pay 16 times as much postage. 

The Cuairman. And you have certain current news in the papers, 
with the advertising / 

Mr. Green. We have about 30 percent nonadvertising. Those are 
association papers; these are mine |displaying more papers |. 

The Cuarmman. But you say 70 percent advertising and 30 percent 
nonadvertising ¢ 

Mr. Green. In my own papers. Some of the publications are 100 
percent advertising; not all, but about a third. 

The Cuarrman. Thank you very much, Mr. Green. 

We will now hear from Mr. 8. T. Barkman, of Berlin, Wis., who ts 
the executive secretary of the National Association of Advertising 
Publishers. Mr. Barkman. 

Mr. Barkman. Thank you, Mr. Chairman, I appreciate the oppor- 
tunity to be heard. 

I represent the National Association of Advertising Publishers, a 
trade association, whose members publish about 300 independent 
shopping guides and free circulation newspapers, all mailed as 
bulk third-elass matter. Our dues-paying members are typical of 
our growing industry, which now includes more than 1,000 shopping 
guides. 

The average member of our association mails 6,000 copies weekly 
within a logical local trading area. The average issue will contain 
paid advertising for more than 100 local businesses, besides notices of 
community events sponsored by civic organizations, churches, schools, 
et cetera, and some local news items. Each issue would contain also 
more than 100 want ads placed by individuals. All these elements 
combine to make the American shopping guide a combination of com- 
munity bulletin board, town crier, and news sheet. 

Our papers are distributed free of charge in the trade area served, 
and they are as welcome as an old friend in practically every 
home. Like several other media, including television, radio, and out- 
door, shopping guides derive their entire revenue from advertising. 
Each publication of our members is very important in boosting the 
trade and commerce of a local community. Each of our papers serves 
its hometown in the fine American tradition of free enterprise. 

The members of our organization feel that postal rates should not 
be increased at this time. During our 11th annual convention at Chi- 
cago, April 22-23, 1960, we discussed the matter and almost unani- 
mously agreed that each of us would petition our Representatives in 
Congress, and our Senators, to vote against any postal rate increase at 
this time. We believe the operations of the Post Office Department 
first should be modernized, the service to patrons improved, and par- 
ticularly that labor-saving devices and a high degree of automation 
should replace hand labor, as we have been forced to do in the printing 
and publishing industry. We believe costs can be reduced by rapidly 
installing in ali first-class post offices the modern devices already field 
tested in certain larger post offices. 
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We feel that separate appropriations of funds by the Congress to 
fully cover the many public services of the Post. Office Department 
would largely eliminate the present bookkeeping deficit. Charging the 
costs of these public services against users of the mails is unfair to us 
and to the Department, and unfair to the general public, which feels 
imposed upon. 

We feel sure that the Congress will not wish to saddle hometown 
papers like ours with the high rates for cross-country third-class mail 
proposed in these bills under consideration. The proposed increases 
would add $60 weekly or $3,000 annually to our average member's 
postage bill, presently $120 weekly. This $60 weekly increase equals 
the weekly salary draw of some members, and the $3,000 annual in- 
crease exceeds the net profit after taxes and salaries for many of 
them. 

It’s big money to us. Some of our members now use, for their city 
zone circulation, hand delivery by carriers, and further increases will 
drive many more of them into the use of this less satisfactory method. 
The post office will thereby lose that much of its most profitable 
business. 

Like the drop letters of the first class, which are mailed for 1 cent 
less per ounce than the rate for nonlocal letters, our papers could 
be delivered in the local zone for 1 cent per ounce, with a minimum 
charge of 2 cents per copy. 

This rate presently makes our papers one of the most. profitable 
items handled by the post. office, because our member-publishers ab- 
sorb much of the cost of processing their bulk third-class mail. As 
you are fully aware, this includes the printing of postal indicia and 
the advance deposit of postage, eliminating facing and cancellation; 
the papers are sorted into routes by the publisher’s staff, tied out in 
bundles, sacked, hauled to the central post. office, and deposited. 

Simplified addressing, merely to “Boxholder, Local” is used on all 
rural routes—and at village post offices without carriers—thereby elim- 
inating casing of our papers by rural carriers. For city carrier routes, 
where a senseless regulation requires identical pieces to be addressed 
to street. and number or post office box number, our members address 
the papers and bundle them in the order each carrier walks his route, 
thereby materially cutting down the time required for casing. 

In heu of a separate classification for third-class publications, the 
honorable members of this committee might consider placing all free 
and mostly free periodicals into the category now called “Controlled 
Circulation Publications.” These periodicals, like those of the sec- 
ond class, could be sorted by each publisher into two or more zones, 
the postage calculated according to rates established by the Congress, 
and each mailing “administered” as easily by a clerk as are the present 
mailings of second- and third-class periodicals. 

The only amendments necessary to the present description of peri- 
odicals eligible for controlled circulation permits would be two: (1) 
Striking out the requirement of 24 pages or more; and (2) striking 
out the requirement that the publication contain 25 percent or more 
nonadvertising matter. We have contended in previous statements 
that the requirement of 24 pages or more, without stipulation of page 
size, was unreasonable and unfair, because in the printing industry 
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it is mechanically more efficient to produce a large page size, which 
is more easily read. 

Almost any printer can fold down one sheet to produce 24 pages, 
each page being one-twelfth the size of the original sheet, but to do 
so is often wasteful and inefficient. In the field of small community 
publications, this requirement is particularly impractical, and illogical 
from an engineering standpoint. 

It would be unjust and unbusinesslike to continue charging the 
same rate for bulk third-class mail, regardless of the distance between 
the point of origin and the point of delivery. Second-class and fourth- 
class—or parcel post—rates increase drastically with distance. Priv- 
ate carriers of parcels, express, and freight increase their charges 
according to the distance. Taxicabs are metered to charge for every 
fraction of a mile. The telephone and telegraph companies charge 
much less for local service than they charge for the same service to 
distant points. 

The Post Office Department contends that it would be “impractical 
to administer” a zoned third-class rate, even one with merely a dis- 
count for local delivery, and opposed our previous petition. 

This is ridiculous. Every postal clerk must presently “administer” 
a crazy-quilt rate structure and determine the exact postage to be 
charged on each piece with stamps affixed. He must consider such 
factors as weight; class of service; nature of the mailer—whether 
or not a nonprofit corporation specifically entitled to a discounted 
rate; nature of the addressee—whether it is a blind person, a library, 
or just a book store; and for size and weight limitations, the clerk 
must determine not only the class of service, but whether the addressee 
resides on a rural route, or his post office is of the first class, and 
which zone it isin. After the clerk considers all the applicable factors, 
the postage payable may yet be increased with one or more of a dozen 
special services, or a penalty for the piece being of odd size and shape, 
if third-class matter. 

We respectfully petition that if a new postal rate and policy law is 
enacted by the 86th Congress, the act provide a 1 cent per piece dis- 
count for local delivery for all first- and third-class matter. Discounts 
are already provided and will doubtless be continued for second- and 
fourth-class matter addressed for local delivery. For example, the 
minimum parcel-post package, weighing at least 1 pound but under 2 
pounds, will be delivered locally for 24 cents, while the rate for the 
first or second zone is 33 cents. This is a discount of 9 cents on each 
minimum piece, and larger discount is given on larger pieces. 

In conclusion, I wish to thank you for the opportunity to present 
our views in this statement. We ask consideration on behalf of our- 
selves and many thousands of small businesses using our shopping 
guides, and we feel sure you will agree that promotion of trade and 
commerce for our home towns is an activity of paramount importance 
in America’s free enterprise system. We appreciate your considera- 
tion of our petition, and we hope that the information herein will be 
of some benefit to you in your deliberations. 

The Cnairman. How old is your association ? 

Mr. Barkan. Itis 10 yearsold, Mr. Chairman. It started in 1950. 


The Cuarrman. How long have you been the executive secretary of 
the association ¢ 
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Mr. Barkman. Three years, sir. I published a paper of my own for 
11 years, and I was a volunteer officer. I was one of the presidents of 
the organization as a volunteer. 

The Cuairman. Is that a new spaper you are publishing, or just an 
advertising publication ¢ 

Mr. BarkmMan. Mine, like Mr. Green's, carried some local news; but 
it was 70, 80, to 90 percent advertising, but had many notices of 
churches, civic organizations, and so on. It was the community's bul- 
letin board, as most of our papers are. 

Mr. Rees. Where do you get your list of names to send this paper 
to? 

Mr. Barkman. We get them in the city, where there are letter car- 
riers, by the publishers walking round the town and taking down the 
house number of each house. Then they route them in cooperation 
with the letter carriers, just the way the carrier walks the route. 

Mr. Rees. Do you tell the householder that he can have this free of 
charge? Isthat right? 

Mr. Barkman. Yes, sir; they all understand that they get it free, 
without paying any subscription. And it is addressed merely to the 
“occupant, 1111 Oak Street.” 

Mr. Rees. There is no name / 

Mr. BarkMan. No; during the period when simplified addressing 
was permitted, we did not put any address on. ‘Today, of course, on 
the village routes and the village post offices, we put no address. 

Mr. Rees. You just have them thrown on the porch / 

Mr. Barkman. No; they are delivered in the mail without any ad- 
dress, Just the pr inted “Postal Patron, Local,” on every piece. 

The Cuatrman. Do you ever deliver by contract messengers ? 

Mr. Barkan. Some of our members do deliver them by hand in 
the city of publication. That, of course, is not. practical on rural 
routes and in the surrounding trade territory they cover. But many 
of them do use hand delivery in the city of publication, because it can 
be delivered for much less money than the Post Office today charges, 
2 cents. That is why we say that we think the 2 cents postage 
locally now is a profitable item for the post. office, because it can be 
done by competing methods for much less. 

Mr. Rers. How much does it cost to send this paper through the 
mail ¢ 

Mr. BarkMaANn. The minimum now is 2 cents. Mr. Green’s would 
weigh a little over the minimum, and would perhaps cost him about 
21, ‘cents 29 copy. But the minimum is 2 cents and will become 214 
ce nts July 1, as you gentlemen are aware. 

The Cuamman. Do you have any further questions / 

Mr. Regs. No. 

The Cramman. Thank you, both of you gentlemen, very much. 

Mr. Barkan. Thank you very much, Mr. Chairman. 

The Cuatrman. That’ conchides the list of witnesses for this 


morning. 

Without objection, I will place in the record at this point the fol- 
lowing statements which have been submitted to the committee: 

A statement of Harry & David of Bear Creek Orchards, Medford, 
Oreg., submitted at the request, of our colleague, Mr. Porter; two 
letters, one from the Noroton Publishing Co., and the other from 


= 
| 
| 
| 
of 
of 
{ 


354 POSTAL RATE REVISION 


the American Legion, Hartford, Conn., and a telegram from the 

University of Connecticut, all three papers addressed to our col- 

league, the Honorable Donald J. Irwin; a statement by Mr. Ed- 

ward Walker of the KozaK Auto Dry Wash, Inc., Batavia, N.Y.; 

and a letter from the Arcade Office Service in Davenport, Lowa. 
(The information referred to follows:) 


ARCADE OFFICE SERVICE, 
Davenport, Iowa, May 23, 1960. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Commission, 
Washington, D.C. 

Drak Sir: Since I am unable to come to Washington at this time to present my 
views to you, lam taking the means of a letter to do so. This one, of course, will 
be sent first class. But there are also many that go third class which may be 
of great importance, too. 

Suppose I want to share these views with each Member of Congress and others. 
It is quite obvious that I could afford to reach more people when the cost of 
producing and transporting each unit is less expensive. 

The sharing of knowledge has always been encouraged by our Government as 
evidenced by the special book rate. Important knowledge can also be dispersed 
by mailing pieces. 

This free enterprise system is supposed to encourage business. The use of 
the mails for the sale of goods and services is an important factor in the manu- 
facture and distribution of them and this role cannot be underemphasized. 

While my particular existence is of great importance to me, it also seems 
very clear to me that in serving the public as we do, there are great raiifications, 
involving many more people and industries than just us. The printing and dis- 
semination of letters, bulletins, cards, mailing pieces, price lists, notices, ete., 
reaches thousands, even millions, of people daily, each with its particuiar mes- 
sage. True not all of them are read, but a great many are. 

My particular operation involves only about a dozen people (and their 
families). Some of my customers, though, are nationally known firms who need 
things done in a hurry and word gotten out more speedily than their force can 
by a particular time, and so we are able to aid in protecting their business wel- 
fare (as well as our own). 

As has been pointed out before, the cost of processing aad moving the muils 
could be considerably reduced by the introduction of time and labor saving 
devices and methods. Separating the strictly service features of the Post Office 
Department and especially appropriating funds therefore is highly imperative, 
as well as effecting improvements in those areas in which a private business 
would seek to do so. 

I am also writing to other members of the committee and to the sponsors of 
the bills. 1 trust that all of you will find an overwhelming amount of evidence 
to point up the importance of maintaining reasonable rates on mail of the third 
class status. 

Sincerely, 
MARGARET G. KRETSCHMAR. 


SUBMITTED FOR THE RECORD AT THE REQUEST OF HON. CHARLES O. PORTER. 


This outline briefly summarizes the position of Harry & David at Bear Creek 
Orchards, Medford, Oreg., with respect to the U.S. Post Office Department’s 
request for an increase in third class mail rates. 

The economy of our area in southern Oregon depends largely on the production 
of lumber and fruit. We at Harry & David are essentially farmers, We pro- 
duce about half the pears we market in gift packages. Seventy-five other pear 
growers in the Medford area find a market for their fruit through Harry & David. 

Perhaps some of you have heard of us through our Fruit-of-the-Month Club 
which includes shipments of other fruits such as apples, grapefruit, nectarines, 
grapes, peaches, etc. Many growers of these fruits also depend on our gift 
packages as an outlet for a good portion of their crops. 

We started in a small way in 1933 and built our business entirely by mail 
order. We have no sales agents or representatives outside of Medford, Oreg. 
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Although our business is highly seasonal, and our sales are made largely 
during the 8 or 10 weeks preceding Christmas, we are able to keep many people 
employed all year maintaining our mailing list and preparing our literature for 
mailing—doing those chores which qualify us for use of the third class postal 
rates. 

Recognizing the deferred service given third class mail, we plan our mailings 
accordingly so that we have never asked for special consideration or for ex- 
pedited handling of our third class mail. Under the provisions of the third 
class regulations our employees sort by city and State, tie, face, and sack the 
mail so that the postal employees have a minimum of handling after our trucks 
deliver the sacks to the post office. 

Over 75 percent of our gift packages are delivered to the area east of the 
Mississippi and north of the Ohio Rivers. They are primarily perishable pack- 
ages, and in order to deliver them such long distances it is necessary that we 
have sufficient volume to make refrigerated carload shipments into the major 
tities so that deliveries cam be made by parcel post—principally within the 
third zone. 

To maintain such volume we cannot depend on those larger corporate gift 
orders, in the handling of which a few cents postage would make little difference. 
True, some companies send us substantial orders for our largest and most ex- 
pensive gifts, and if we were considering these orders only we would not be 
here to protest the proposed third class rate increases. Our more expensive gifts 
could better afford the proposed increase. However, it is neither these gifts nor 
the larger corporate orders embracing multiple shipments which permit us to 
distribute a large volume of fruit at competitive prices and thereby stay in 
business. 

No, our bread and butter, the real volume which we must have, is the single 
small box of fruit or package of home-made preserves which Aunt Minnie buys 
for Uncle Joe, and on which we enjoy a very small profit margin. 

Orders such as Aunt Minnie’s are the product of mailing our circulars to large 
numbers of everyday people. Such an extensive mailing to the prospective pur- 
chasers of one or two gift packages must stand up under very careful cost 
scrutiny. And it is here, in reaching this larger number of small purchasers, 
where the proposed increase in the third-class postal rates poses a critical 
situation. 

There is no question but that large numbers of people who look forward to 
receiving our literature would have to be eliminated from our mailing lists 
because they would cross over from a slightly profitable, volume-producing basis 
to a strictly unprofitable one. 

This statement is no exaggeration. Unhappily, not everyone who receives our 
literature places an order with us. The maximum increase proposed will raise 
our cost per bulk mailing piece by 2 cents. On this basis, in all good business 
sense, we must consider the multiple effect of the rate increase on each circular 
mailed in relation to the number of orders received. We cannot logically expect 
the rate increase to boost the ratio of sales to circulars mailed. 

Let’s take a look at the mechanics and some of the byproducts of a sale: Our 
‘irculars are mailed at the third-class rate, many as a result of inquiries sent 
to us by first-class mail. <All of our orders come to us by first-class mail— 
70 percent of them in first-class business reply envelopes at premium postal 
rates. 

Iivery order is acknowledged by first-class mail. 

Many times an exchange of correspondence by first-class mail, clarifying 
details of an order, is required. 

Every fruit-of-the-month club membership and many single gifts are preceded 
by an announcement by first-class mail to the recipient. 

So now we have processed the order and are ready to ship. Approximately 
9) percent of our gift shipments, addressed and with postal indicia affixed, 
sorted by city, postal zone and State, are loaded and forwarded in refrigerated 
cars to some 40 post offices in principal cities in the United States. 

In these cities trucking contractors unload the cars and haul the packages 
directly to the post offices for parcel post delivery. 

Nor is this all of the business the Post office realizes from our third-class 
mailings: during the year a constout flow of correspondence is maintained with 
our customers and with their gift recipients. American people move around 
alot. Ina year’s time, by means of first-class correspondence and postage due 
postal notices, we will receive and acknowledge by first-class mail as many 
as 60,000 changes of address affecting our shipments or our mailing list. 
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We contend that any curtailment of our third-class mailings will deprive the 
post office of not only the third-class revenue but a substantial quantity of first- 
class and fourth-class mail. 

Let me repeat that it is the $4 orders from the Aunt Minnies, yielding us 
so small a margin of profit, which in the aggregate bring us the volume we must 
have to make carload shipments. And each of these Aunt Minnies, by virtue 
of her first-class order and fourth-class delivery, is a profitable postal patron 
at the current postal rates. 

The third-class rate proposal, if approved, would increase rates by more than 
31 percent over the next 2 years. Without study, it is easy to argue that any 
mail order business should be able to add the proposed increase to its selling 
price. After all, on a per-mailing piece basis, we are talking about pennies. 

But a per-mailing piece cost is not a per-sale cost—must as we wish it were. 
So, after all, we are talking not about pennies, but about an increase which 
strikes at the heart of our business—volume—sufficient volume to enable us to 
ship carload quantities the perishable fruits we and our neighbors grow. I hope 
that this picture of the Harry and David operation will clarify in your minds 
our reasons for opposing the bills here under consideration. We are not alone 
in the gift fruit business. To my knowledge, numerous other firms on the 
Pacific Coast have problems closely parallel to ours. 

We respectfully request that the committee act against these proposed third- 
class mail increases. 


THE NorROTON PUBLISHING Co., 
Darien, Conn., May 20, 1960. 
Hon. Donacp J. IRWIN, 
House of Representatives, 
Washington, D.C. 

My DEAR CONGRESSMAN: We are very much disturbed about the proposed 
increases in the postal rates. As you know they have already been drastically 
increased during the past few years. 

We are a small business in a small town and employ about 40 to 45 local per- 
sons. Last year our postage costs ran to over $90,000, and about 20 percent of 
that amount was for first-class and air-mail postage. If the rates are continually 
increased, it can put us and other small publishers and printers out of business— 
and our employees out of work. 

Please look into these proposed postal increases thoroughly, they can possibly 
do more harm than good. 

Very truly yours, 
Eric LUNDBERG. 


Srorrs, Conn., Vay 20, 1960. 
Hon. DonaLp J. IRWIN, 
House Office Building, Washington, D.C. 


I urge you to vote against hampering flow of instructional materials through 
the mail. Imperative that proposed fourth-class postal rates increases for such 
items be eliminated from H.R. 11140. 

Prof. CARLTON W. H. Ericson, 
University of Connecticut, Storrs, Conn. 


THE AMERICAN LEGION, 
Hartford, Conn., May 18, 1960. 
Hon. DonaLp J. IRWIN, 
Representative from Connecticut, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN IRWIN: We certainly hope you will keep in mind the Ameri- 
can Legion publications and ask that they be given the same consideration that 
is now being granted to them. 

An increase in the postal rates would force them to discontinue their service 
to veterans. The value of these news sheets are most valuable to the veteran 
and it is only through them that he is informed on the laws that effect him. 

The nonprofit organizations permit for the veterans’ organizations under the 
postal regulations should be continued. 
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We of the Department of Connecticut, the American Legion, asks that you give 
this your thoughtful attention when hearings on this increase of postal rates 
comes before your committee. 

Sincerely yours, 
CHARLES L. PARKER, Department Adjutant. 


STATEMENT By Epwarp WALKER, Batavia, N.Y. 


My name is Edward Walker. I am the owner of a small corporation, KozaK 
Auto Drywash, Inc., which is located in my hometown, Batavia, N.Y. We have 
made KozaK—a specially woven cloth which is chemically treated—for 34 years, 
since 1926. It is used by nice-car owners to keep their cars clean. 

Upward of 11 million KozaKs have been bought by the public in the United 
States and Canada. About 7 million KozaKs were distributed by the regular 
wholesale-retail type of selling and distribution, for the first 25 years. 

During this time we traveled from 5 to 10 salesmen and all our goods were 
sold by the spoken word—that is, by personal salesmanship, right from the 
factory, down to the retail sales clerk. 

In 1949 we decided to convert to selling by the printed word. And to deliver 
the goods to the ultimate consumer by third- and fourth-class mail, instead of 
through retail stores. 

In the ensuing 11 years, our original jobber-dealer volume of business has 
dropped from 96 to about 2 percent. 

And our selling by mail, and space advertising, with delivery through the mail, 
has gone up from 4 to 98 percent. 

Our business is now seriously threatened by increased selling costs due to 
increases of — 

(1) First-class mail, doubled from 2 to 4 cents per ounce. 

(2) Third-class bulk mail, increased 2% times from 1 cent to the 21% cents 
effective July 1, 1960. 

(3) Fourth-class mail, increased over 2144 times from the rates in effect 12 
years ago compared to the present. 

For many years, we have paid into the Batavia, N.Y., post office $1 out of 
every $5 of this gross income.’ 

On August 27, 1957, we appeared before the Senate Post Office Committee, 
in opposition to any increase in third-class bulk mail rate at that time. 

Manufacturers’ budgets are made up from 6 months to 1 yeur in advance. 
Their sales promoticn mailing are scheduled and in the print shop 6 months 
in advance. For example, our Christmas gift season promotion will start to 
be printed in July and even before then, carloads of paper and millions of 
envelopes will be placed on order. 

Our cost, doing our own printing, and buying paper and envelopes in the 
above quantities, is $80 per thousand pieces, including fulfillment costs. If the 
2% cent bulk rate goes into effect July 1, 1960, it will increase our costs another 
$5 per thousand which is a total increase of $10 per thousand (from $75 to $85) 
since 1957. 


! Gtross income, Batavia, N.Y., post office: 


| 
Income Kozak | Percent 
postage paid 


| | 
| | | 
1952. ... $282, 926.10 | $47, 738. 50 17 
| 


Without KozaK.. —527, 116.01 


Loss (19 percent) ___- 2 2, 272. 792. 67 


1953 313,923.02 | 69,312. 75 22 
1954 $29,957.95 | 55, 491. 91 17 
1955 | 308, 783. 81 50, 359. 75 16 
1956 324, 601.30 | 60, 258. 29 18 
1957... 353,319.79 | 89, 287. 97 25 
1958. | 353,496.43 | 52, 157.30 14 
1959. 408, 951. 89 73, 743. 48 18 
To May 1, 1960_. | 182,938.75 | 766.06 21 
Total - 527, 116.01 


| 
2, 799, 908. 68 
| 


¢ Average for over 8 years. 
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In 1957, our budget for the Christmas selling season set up a net profit before 
taxes of $3.33 per thousand pieces mailed. If the Senate had not recognized 
our plea, the immediate increase of $5 per thousand in third-class bulk rates, 
proposed by the Post Office Department, would have wiped out our profit, and 
resulted in a loss of $10,000 for this one seasonal promotional activity. 

It is necessary for any business, whatever the method of selling, to try to 
sell as many new customers each year, as it already has. This has become 
known as Goode’s law, named after Kenneth Goode, a very astute student of 
selling and advertising during the twenties and thirties. His further state 
ment was that almost every business loses 20 percent of its Customers yearly 
by death, moving away, old age, and other causes. 

If this 20 percent of lost customers is not replaced annually, the company 
goes out of business in 7% years. 

Dun & Bradstreet business statistics verify the soundness of Goode’s law. 

As we use the word, a “prospect” is a person who is a known mail-order 
buyer, who also has pride of ownership in his makeup, strong enough to 
make him want to keep his car clean, when we show him how. We try to choose 
lists which are mostly prospects, to whom we can mail a letter and an offer, 
to convert this prospect into a customer. Every so often we mail a letter to 
customers. When one reorders, he becomes an old customer. All reorders are 
also known as repeats. 

We do not know of a mail-order business whas has continued in business, 
without a substantial number of repeat orders. This question appears on our 
order forms “Is this your first KozaK?” When the answer is “No,” it is counted 
as arepeat order. Repeats run around 60 percent in this business. 

KozaK sends informative advertising and literature to millions of prospects, 
using third-class bulk mail. The object is to gain enough new customers to 
replace those lost by the hazards of business life—and to grow, if possible, by 
adding more customers than have been lost the previous year. 

Our mailing costs are approximately as follows based on a changing postal 
rate: 

Dollar cost per thousand letters mailed plus fulfillment 


Per 
Postage rate: thousand 


In 1959 we tested results using first class and third class letters on a split 
run distribution. This means the same mailing piece were split so that some 
went by each class of mail on the same day, but keyed differently. Tests were 
made to both old customers and prospects. 

The tests show the old customers ordered the same amount whether we sent 
the mail first class or third class. However, first class cost $20 per thousand 
more to mail resulting in a loss of $18 per thousand instead of a profit of $2 per 
thousand. Another half-cent increase on July 1, 1960 in third class mail will 
wipe out this $2 per thousand profit and show a $3 per thousand loss. 

First class mail to prospects brought back $6 per thousand more returns than 
third class, but resulted in a greater loss due to the extra cost of postage. 


Ist class mail | | 3d class mail 
'4 cents postage |2cents postage 

1959 old customer mail: |, 1959 old customer mail: 
Sales/M mailed... $82 Sales/M mailed $82 
Cost/M mailed___. 100 Cost/M mailed 80 
18 || Profit 2 

Mail to prospects: Mail to prospects: 

Sales/M mailed. 57 Sales/M mailed = 5] 


If the rate increase to 2% cents on July 1, 1960, is not rescinded, add another 
$5 loss to the above, unless business conditions improve enough to offset it. 
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Chart No. 1 shows that the depression in 1994-55 was similar to the one 

1958-59. Our outgoing mail is drastically reduced whenever it cannot be 
sent at a small profit or breakeven. No matter what may appear to be the 
we “sit it out” until the depression is over. But overhead goes on 
1 100,000 or a million and often the loss is less by distributing 
a million pieces of mail than over 100,000. 
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Chart No. 2 shows the number of KozaKs sold from the mailing on chart 
No. 1 plus all other means. This is sales from space advertising, repeat 
orders, sales to the trade, and so forth all lumped together, which sustained 
our business during the period that direct mail was uneffective in producing 
sales. If the 244 cent rate goes into effect July 1, 1960, we may be forced as 
will be many others, to set up shop in Switzerland and other foreign countries 
where costs are far lower, including lower postage rates on advertising. The 
United States pays foreign carriers a subsidy to transport this mail back to 
us into this country, and the post office handles the mail just the same as 
though it were mailed in the United States. Third class bulk mailings to 
prospect lists for the past 10 years have accounted for two-thirds of the 
customers gained. The other one-third have come from space advertising in 
newspapers and magazines. TV and radio will not sell this article. There 
are not enough mail-order prospects in the audiences. 

In 1953 tests were made looking toward sales by the printed word, using 
space advertising in newspapers and magazines. It took a year to fully appraise 
these tests. Then those newspapers, magazines, and markets which were 
most profitable were increased and the ones showing losses were dropped. 

Sales by mail and space are interrelated. Some people read an ad in the 
newspaper and later get a letter and order by mail. Others get a letter, and 
order later, when they see an ad in the paper. It is impossible to entirely 
separate these orders for statistical records. 

No amount of space advertising can make up for the loss of orders previously 
acquired from prospects, using third class bulk mail. 

Only 20 percent of the public will buy anything by mail. The other 80 
percent are strictly “store buyers.” ‘This is the same percentage roughly, of 
all goods, of all kinds, sold to the public. Sears-Roebuck and Montgomery 
Ward reached the 20 percent limit of strictly mail-order sales many years ago. 
They now reach the 80 percent of “store buyers” through their retail stores. 

So the KozaK market is limited. And the mail is the logical advertising 
and promotional medium, to economically reach any limited market of prospects. 

Over 250,000 third class mail permits have been issued to small retailers 
and companies like ours. We all have localized markets which can be economi- 
cally reached by mail, where broad coverage by newspapers, TV, and radio are 
not economical. 

Destruction of third class mail by legislative action will also destroy the 
economical advertising medium of these 250,000 small merchants and store- 
keepers whose markets are geographically limited. They cannot pay for news- 
paper space which effectively reaches 100,000 homes when their primary 
market is say, 1,000 homes in the nearby streets surrounding their store. 
Occupant mail is definitely a necessity for these third class permit holders 
who under no circumstances could use newspaper space for their promotional 
activities. 

There is probably more intense competition for the advertising dollar to be 
spent than in any other commercial field. This has led to much misinformation. 
More money goes into newspaper advertising than any other medium. Next 
is mail advertising which is estimated to sell as many billions of dollars of 
goods and services annually, as half the entire Federal budget, and in which an 
estimated 4 to 5 million people particpate in one way or another. 

Chart No. 3 shows the number of orders received—the dollar invested in 
space advertising—and the number of nixies per hundred letters mailed with 
form 3547 requested. 

After the first big comprehensive tests in 1954, space advertising dropped 
due to the 1954-55 depression, and the period needed to appraise the best 
markets and publications per dollar of advertising invested. It has remained 
fairly constant for the past 5 years in spite of substantial rate increases in 
many publications. When it does not pay, we quit. Certainly there can be no 
stigma attached to making advertising sell goods at a profit, as we use it. |We 
know to a penny how much it costs to acquire a new customer, both by mail 
and by space advertising—and how much this new customer is worth to us in 
repeat business. ete. 

The small dotted line on chart 3 is marked “Nixies ” 

“Nixie” is the name used to identify a piece of mail which is not deliverable 
for one reason or another. KozaK nixies run only a little over four nixies per 
hundred pieces mailed to our customer list. This is very small compared with 


lists of younger people who move around a lot. They often amount to 20 nixies 
per hundred. 


4 
} 
q 
ix 
~ 


chart 
epeat 
ained 
lucing 
ed as 
ntries 

The 
ck to 
ne as 
Zs to 
{ the 
ng in 
Chere 


using 
raise 
were 
ed. 

1 the 
and 
‘irely 


r 8&0 
y, of 
mery 
ago. 
ores. 
ising 
ects. 
ilers 
oni- 
are 


the 
fore- 
eWs- 
tore. 
ders 
onal 


0 be 
‘ion. 
vext 
s of 
lan 


| in 
vith 


ped 
best 
ned 
; in 
We 
nail 
in 


ible 
per 
rith 
cies 


POSTAL RATE REVISION 


CHART 3 


NDEX NUMBERS 
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When the Post Office discontinued giving “directory service,” it was very 
important for the form 3547 to be used, wherever a mailer wished to keep in 
touch with his customers from time to time. The house-to-house mailman or 
carrier, is supposed to correct the addresses on his route by sending back a 
requested form 3547. He used to do it at a charge of 2 cents. Now it is 5 
cents, and he does not do it but half as often, based on this chart. 

KozaK customers are worth real money to us because of their repeat business, 
also because they give us so much word-of-mouth advertising to their friends, 
who have just bought new cars. 

When a form 3547 comes back with no change of address, but says, ‘‘gone,” 
“deceased,” or some other reason given by the mail carrier, we remail a first 
class letter to the same name and address reported as “moved, left no address.” 

Unjustified discrediting of third class mail by the Post Office Department 
itself and many newspapers has resulted in the local carrier not doing his 
duty, for which we pay 5 cents for each correction made on form 3547. 

During 1958 and 1959 we received 3,727 form 3547’s from carriers reporting 
the mail non-deliverable, “moved, left no address,” which information cost 
us 5 cents each or $186.35 to acquire. 

Then we remailed each letter under first class postage at a cost of 4 cents 
each or $148.80 more. 

Of these letters sent the second time to the same addresses: 67 percent were 
delivered to addressee and were not returned (2,496) ; 33 percent were returned 
the second time as undeliverable (1,231); 7 percent people corrected their ad- 
dress (267) ; 47 people ordered more Kozaks; $232.60 was the dollar sales. 

If, for example customers cost someone $1 each to acquire, this incorrect 
information supplied by the carrier on form 3547 would result in a loss of $2,496. 
A good share of it can be saved at an extra cost of 9 cents each or $224.74. 
Protests have proved to no avail. 

Based on our own operations, we do not believe it costs nearly as much for the 
Post Office to deliver a piece of third class bulk mail as it claims it costs to 
deliver a piece of first class mail. We spent $6,000 and 3,548 man-hours to 
rearrange 400,000 stencils into zoned cities (87 percent of the names), directs 

(cities with 9 or more nimes, 52 percent of names), indirects (smaller towns. 
11 percent of names). 

Now 95 percent of the third-class bulk sacked mail, marked for destination, 
that we put into the Batavia post office, goes by the sack—in a few minutes, 
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at no cost to the Post Office as it is done in the time the boys have nothing to do 
except wait for the big rush at the end of the business day. 

One sack of third class bulk mail takes no more time to get out of Batavia 
than a single first class letter. And when it gets there, a bundle of third elass 
letters are handled as quickly as a single first class letter. When we do 9 of 
the 11 handling operations which the Post Office does to deliver a first class 
letter, we earn a lower price differential. The third class bulk mail rate is and 
should be lower due to deferred delivery, similar to night telephone and telegraph 
rates. 

With other costs approximately equal, no one can make any mail order man 
believe it costs nearly as much to handle first Class as third class bulk mail. 

Our experience in the occasional sorting of first class mail to expedite delivery 
before depositing in the post office, indicates that without KozaK performing 
its nine operations on third class bulk mail, the Batavia post office would have 
to be doubled in physical size and possibly tripled in clerical help. 

If rates on third class mail are raised for the purpose of killing third class 
mail—and some mailers can afford to pay first class rates, as the administra- 
tion claims, an enormous expansion of post office buildings and sorting personnel 
will be forthcoming. 

Two of the fastest sorters in Batavia post office have worked for us in their 
spare time for hundreds of hours. Each has sorted as many as 5,000 pieces 
in 3 hours. 

The average post office clerk is required by Civil Service to sort 100 uniform 
ecards in 3 minutes or 3314 per minute before he passes his final examination, 
After that there is no speed supervision. The normal average seems to run below 
900 an hour, into a 50-hole sorting rack, as there is no speed requirement after 
passing the examination. 

If KozaK mailed 500,000 pieces of unsorted mail as first class mail, at the 
nearest mailbox, it would cost the Batavia post office an extra expense for 
pickup, hauling, deposit, facing, sorting, canceling, bundling, sacking, delivery 
check, which are the nine handling operations we do at our expense on third- 
elass bulk mail. 

It would take the post office 555 man-hours just to sort it alone. 

Under present regulations, first class mail gets preferred treatment and must 
be dispatched the same day received. 555 man-hours at 8 hours a day would 
require 70 clerks to handle just this one KozaK mailing alone, if mailed first 
class, or about 10 times the number of clerks employed, in the Batavia Post Office 
now doing this work. 

For performing the 9 out of 11 operations we do on third-class bulk mail, we 
should—and are—allowed a higher differential, due to delayed delivery. Our 
third-class bulk mail is ready for dispatch when we haul it to the post office. 
The few regular clerks on duty can dispatch it at once, during spare, unemployed 
time, at no expense to the post office. No additional postal facilities are needed. 

As a courtesy to our postmaster, we notify him 1 day in advance if perchance 
we will have as few as 6,000 pieces of unsorted first-class mail to go out, so that 
extra clerical help can be arranged for, a day in advance. 

No matter what kind of propaganda, or incorrect statistics one reads to the 
contrary, third-class bulk mail more than pays its own way compared with first- 
class mail, and is a very great contributing factor in our U.S. economy. In our 
case alone, the last rate increase has been accompanied by a decrease in em- 
ployees by 50 percent. If we are unable to profitably adjust our operations in 
some unknown way, to a further increase in postal rates, it appears we practically 
will be put out of business by the Post Office Department’s request for unjustified 
increases in postal rates, for its stated purpose of reducing the volume of third- 
class mail. 

You might think, from the propaganda, that no one ever reads a circular letter. 
And that those who receive circular letters dislike them. 

; Actually, stripped of all competitive bias, anybody will be glad to get a letter— 
circular or otherwise—if it offers something in which he has a real, personal 
interest, which will bring him a benefit he wants or needs. 

Every year we get hundreds of letters from our customers saying, “Why haven't 
you written me lately. I need some more Kozaks?’—and we get thousands of 
unsolicited testimonials from customers who in turn give us the names of tens 


of thousands of their friends to whom they would like us to send informative 
literature. 
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The Cuatrman. That concludes the hearing this The 
hearing will be adjourned until 10 o’clock tomor 
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THURSDAY, MAY 26, 1960 


House or REPRESENTATIVES, 
ComMITTEE ON Post OFFICE AND CIVIL SERVICE, 
Washington, D.C. 


The committee met, pursuant to recess, at 10:05 a.m., in room 215, 
House Office Building, Hon. Tom Murray (chairman of the com- 
mittee) presiding. 

The CHarrmMan. The committee will be in order. 

Due to the fact that the House convenes at 11 o'clock this morning, 
I wish to expedite the hearings as much as possible during the next 
hour.. I would appreciate it if the witnesses who have lengthy state- 
ments would just highlight those statements, and then their state- 
ments will be copied in the record. 

The first witness this morning is Mr, Bernard E. Esters, legislative 
chairman of the National Editorial Association, Houlton, Maine, 
accompanied by Mr. Walter Potter, cochairman, Culpeper, Va.: Mr. 
Edgar S. Bayol, executive vice president, National Editorial Associa- 
tion, Washington, D.C.; and Mr. T. O. Mathews, president, Illinois 
Press Association. 

We shall be glad to hear from you gentlemen. 


STATEMENT OF BERNARD E. ESTERS, LEGISLATIVE CHAIRMAN, 
NATIONAL EDITORIAL ASSOCIATION, HOULTON, MAINE; ACCOM- 
PANIED BY WALTER POTTER, COCHAIRMAN, CULPEPER, VA.; 
EDGAR S. BAYOL, EXECUTIVE VICE PRESIDENT, NATIONAL EDI- 
TORIAL ASSOCIATION, WASHINGTON, D.C.; AND T. 0. MATHEWS, 
PRESIDENT, ILLINOIS PRESS ASSOCIATION 


Mr. Esrers. Thank you, Mr. Chairman. 
My name is Bernard E. Esters. I am publisher of a weekly news- 
paper in Houlton, Maine. I would like first to express the thanks of 
the members of the National Editorial Association for the indulgence 
of this committee in permitting us time to present the views of the 
smalltown press of America, for which this association is the only 
national voice on the matter now before you. 

I appear at this hearing as chairman of the legislative committee 
of this association and as a weekly newspaper publisher. My asso- 
ciates have already been intr oduced by the chairman. 

It will be our purpose to outline in as brief detail as possible the 
opinions of smalltown newspapers on proposed adjustments in sec- 
ond-class postal rates. These opinions are reflected in replies to a 
questionnaire circulated to our complete membership, in letters from 
publishers, and in personal interviews. They represent a factual as 
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well as a documented estimate of the impact on these thousands of 
small but vital newspaper operations across the country that will be 
caused by increases in second-class postal rates as proposed by the 
Post Office Department. 

At the outset, I would like to make it very clear that the National 
Editorial Association is far from an affluent newspaper trade asso- 
ciation, even though it is the largest association of its kind in this 
country. Hence, we are proud to inform this committee that the en- 
tire survey from which will be drawn the facts and figures that. will 
follow was done at a cost that will add less than $1,800 to our deficit 
at the end of fiscal 1960. We ask that you compare this figure with 
the $137,000 reportedly paid, or to be pa by the Post Office Depart- 
ment for the McKinsey & Co, study which will, we assume, be charge- 
able to that Department’s deficit, on which so much stress is being 
laid in these hearings. 

Contrary to what this committee may have been led to believe 
by previous testimony from those favoring upward postal rate adjust- 
ments, and by material contained in the study “Impact of Postal-Rate 
Increases” prepared by McKinsey & Co., smalltown newspapers across 
the Nation, in every congressional district, and in practically every 
county, are expressing very grave concern that the increase in second- 
class postal rates, and the accompanying request that the free-in- 
county privilege be abolished, will cause serious and burdensome hard- 
ship. 

I can also state very frankly that we are not only greatly disturbed, 
we are deeply shocked, at what appears to be an irresponsible assump- 
tion in the McKinsey & Co. study which declares that the newspaper 
publishing industry can “apparently adjust to postal rate increases 
with no serious difficulty.” This, I solemnly assure you gentlemen, is 
a gross misstatement, a conclusion entirely unwarranted by the facts 
as we have found them. 

There is no information anywhere in this published study that will 
reveal the identity of the weekly newspaper publishers who, when 
interviewed by McKinsey & Co. representatives, “generally expressed 
little concern that an increase in the scale proposed would cause them 
any particular difficulty.” 

Such modest anonymity is quite unlike weekly newspaper publish- 
ers as we know them. He is the exception in the weekly, semiweekly, 
and smalltown daily field, with whom we are familiar, who will be 
bashful about identifying himself with an opinion, especially on a 
matter of this gravity. And when these replies are quoted as stating 
that “they have had to adjust to large increases in their chief costs— 
paper and wages” and “Hence, ‘they’ felt that minor increases in sub- 
scription rates that would be necessary to cover increases in postage 
would be passed on to the subscriber,” we cannot help but become more 
skeptical. 

As I say, we do not know nor will we be told, apparently, the iden- 
tity of these publishers casually referred to as “they.” I might also 
add that we could easily doubt their existence in the light of the over- 
whelming testimony that has flowed in a steady stream into the Wash- 
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ington office of the National Editorial Association from publishers in 
49 States, saying just exactly the opposite. 

These responses came to two questionnaires which were sent to 5,057 
smalltown newspaper publishers when we first were warned of the in- 
tention of the Post Office Depart ment to seek drastic increases in postal 
rates, and when it was also realized that these increases, if granted, 
would be far more burdensome on smalltown newspaper operations 
than the advance publicity by the Post Office Department would have 
evervbody believe, 

For instance, when we had an opportunity to study the actual bill 
and read the fine print, so to speak, and then apphed the schedule 
of rates to a few newspapers with which we were familiar, we were 
astounded to find that instead of the 40-percent increase we had 
been told we might expect, the increase was more likely to be 600 
percent. 

However, we will go into the facts which these questionnaires re- 
vealed later on in this testimony. Suffice it to say at this point that 
we as of May 10 have received a total of 1,900 replies to these ques- 
tionnaires, or a remarkably high response of 88 percent. 

It is our intention to confine our testimony strictly to those pro- 
visions of this postal rate increase measure which directly affect our 
membership, namely, those dealing with second class, and to show 
to you what great harm such increases would work on our people, 
if they are enacted. We are supported and encouraged by two funda- 
mental principles that are so well established they call for little or 
no elaboration. 

The first, which has been recognized time after time by the Congress, 
is that the postal system of the United States was originally conceived 
as a public service, instituted and operated for the benefit of all people. 
The second is that newspapers are quasi-public institutions—inde- 
pendently owned and operated, to be sure, but dedicated to the service 
of their people and their communities. Since before the founding 
of this country, and continuously to this day, all branches of the Gov- 
ernment as well as the public have recognized that free and inde- 
pendent newspapers are essential to the growth and welfare of this 
Nation. 

The principle that the Post Office is a public service is abundantly 
supported by the great volume of testimony given before previous 
hearings by the Committee on Post Office and Civil Service, particu- 
larly that which in large measure resulted in the passage by the Con- 
gress of the Postal Policy Act of 1958. I am sure you are familiar 
with its well-documented findings, which are, in principle, no less 
true today. 

The principle that a newspaper is indispensable to the welfare of 
the Nation, and thus susceptible to fosterage by the postal system, was 
well expressed by Senator Hardwick, of Georgia, when he was a 
member of the Senate Post Office Committee. In a statement made 
before the Senate Committee on Finance on May 28, 1917, he said: 

The principle is that under a free government the diffusion of news and in- 
telligence among the people is indispensable, and tn order to promote it the 
postal system should carry matter of this kind at a very nominal rate, even if a 
heavy expense to the Government is thereby entailed. 
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Even our Postmasters General have, on occasion, supported this 
principle. In his annual report for the fiscal year 1901, Postmaster 
General Charles E. Smith stated it as follows: 

Our free institutions rest on popular intelligence and it has from the begin- 


ning been our fixed and enlightened policy to foster and promote the general 
diffusion of public information. 


In harmony with this sound and judicious policy— 
Postmaster General Smith went on to say— 
it— 
meaning the Congress— 


has deliberately established a low rate of postage for genuine newspapers and 
periodicals with the express design of encouraging and aiding the distribution 
of the recognized means and agencies of public information. It is not a 
matter of favor but of approved judgment. It is not for the publishers but for 
the people. 

We would like at this point to comment on an inference in testi- 
mony previously presented at this hearing which would suggest that— 
advances in communications and transportation, the spread of news and educa- 
tional media, and the growth of the postal service since the mid-19th century 
have been so extensive as to make obsolete virtually all of the considerations 
which prompted “within-county” rates. 

If we are to assume that advances in communications mean the 
development of radio and television, plus the expansion of daily news- 
pepers and the growth of national magazine circulation, and if we 
are to assume that advances in transportation mean the development 
of the airplane, we still are unable to accept any glib conclusion that 
the importance of the role of newspapers in the dissemination of 
vital information has diminished to the point of becoming “obsolete.” 

If anything, the importance of newspapers has increased. And 
more particularly is this true of the hometown newspaper. To illus- 
trate this point, I have here for your examination just a few typical 
examples of the many thousands of dollars’ worth of free space given 
away by hometown newspapers to inform their readers on matters 
of vital importance to the Government of the United States and its 
various departments. [Displaying newspaper tearsheets. | 

It would be folly for us to contend that radio and television do 
not have their place in the social, commercial, and economic life of 
many American families. But to suggest that these comparatively 
young media of communication can supplant newspapers and/or 
other printed media to the extent that these media now fill no useful 
purpose in the widespread dissemination of valuable news and infor- 
mation, is an utterly false assumption that will be indignantly de- 
nounced by every newspaper and magazine in this country, regardless 
of size and frequency of issue. 

It would be pertinent, we believe, to inquire what means the Gov- 
ernment and its agencies at all levels would use to get their messages 
to the people of rural America if the smalltown newspapers were 
put out of business in great numbers. Any increase in the burden of 
. costs could make it necessary for them to curtail use of the flood of 
free Government releases each week to devote more space to income- 
producing advertising or more interesting and important local news. 

A case in point is the exhibit I just offered in evidence, the recent 
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5-column-by-10-inch mat offered for newspaper use by the Census 
Bureau entitled “Have You Been Counted?” and designed to assist 
in the mopup tally of persons whom the regular census enumerators 
may have missed for one reason or another. Such distribution could 
hardly have been achieved by radio or television. 

I am not aware of the extent to which large daily newspapers used 
this free material. Iam quite sure that weekly and small daily news- 
papers of the size that make up the membership of the National 
Editorial Association used it extensively. Some even informed us 
they used it twice instead of the one-time insertion that was requested. 

This amount of space in these newspapers could profitably be sold 
at a price varying between $30 and $60, depending on the advertising 
rates of the individual newspapers. If only one-half of the news- 
papers in our class in this country used this mat, and if we assess 
an average of $40 as a reasonably representative cost of the space 
involved, we come up with a figure of more than $114 million of 
donated space for this one public service alone. 

This amount of space given away by a newspaper costs each one 
of them money that they will never be able to recover, either from 
advertisers whose paid message this free space may have displaced 
or in the loss of the normal costs from rent, heat, light, taxes, labor, 
depreciation, paper, and all of the other costs that go into every col- 
umn inch of white space in every issue of a newspaper, regardless of 
whether that inch is occupied by material that is paid for or by 
material from which there is no income. 

The foregoing example is but one isolated case in a continuing 
parade of services to Government donated by smalltown newspapers 
and is not available on an equivalent basis in any other medium of 
communication. 

Among the other services to Government that will be jeopardized 
by any act or law which might have the effect of reducing the num- 
ber of newspapers available to provide such types of service as the 
one just mentioned would be the frequent. airmail releases that come 
from the Post Office Department, including information by which 
publishers of newspapers would be better prepared to fight the 
Department’s battle for higher postal rates, including those proposed 
for their own publications. 

The list of such “information services” can be expanded to almost 
any extent. Smalltown newspapers are being constantly importuned 
by the Savings Bond Division of the Treasury Department to 
encourage more widespread buying of war bonds by the public; 
civil defense is a constant supplicant for free space to get its mes- 
sages across in the areas served by our small newspapers: the Depart- 
ment of Agriculture, both State and National; the recruiting services 
of all branches of our Armed Forces; the Departments of Commerce 
and Interior, and so on ad infinitum. 

And now, gentlemen, we believe it is important. to tell you some- 
thing of the current economic status of America’s hometown press 
that has very pertinent bearing on the additional costs of doing 
business which this legislation proposes to impose on them. 

The National Editorial Association, as an integral part of its func- 
tion, maintains the Weekly Newspaper Bureau, a special department 
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devoted to research. It was my privilege to have had a part in 
founding this bureau more than 15 years ago. This bureau works in 
close cooperation with Newspaper Association Managers, which. is, as 
its name implies, the national association of press association execu- 
tives. For the past 9 years, the two organizations have conducted 
an annual weekly newspaper cost study. 

This is a nationwide study designed to learn, for comparative pur- 
poses, the average income and the average expenses in all principal 
categories for weekly newspapers in six different circulation brackets, 
It is the only national study of its kind, and is highly regarded in 
the industry. 

This ninth study covers the year 1959 and gives a remarkably 
reliable picture of the financial condition and the economic position 
of the average weekly newspaper. Its findings are not for general 
publication, but we have obtained permission from the cost study 
committee to excerpt some of the data and to provide each member 
of this committee with a complete copy of the 16-page analysis for 
further examination. 

May I emphasize again that this is the ninth annual study. It 
was made in the customary manner, entirely without regard to any 
question of higher postal rates. It was not made to prove anything. 
Its purpose this year, as last year, and as it will be next vear, is to 
provide a yardstick by which a weekly publisher can measure his 
particular operation in his circulation class. Thus he may be enabled 
to correct defects in his own operation, to his profit. 

In the cost study, newspapers were divided into six groups ac- 
cording to circulation, as follows: Group 1 (under 1,000 circulation), 
group 2 (from 1,000 to 1,500 circulation), group 3 (from 1,500 to 
2,000 circulation), group 4 (from 2,000 to 3,000 circulation), group 5 
(from 3,000 to 4,000 circulation), and group 6 (over 4,000 
circulation). 

Now, let us consider the average total income for newspapers in 
each group. And we ask that you take especial note of the fact that 
in the great majority of cases, this income includes money received 
from printing and other sources, as well as from advertising and circu- 
lation. 

In group 1, newspapers under 1,000 circulation, the average total 
income in 1959 was only $14,417. The average net income, including 
an allowance of $4,500 for the publisher’s own salary, was only 
$5,392. After deducting this very low publisher's salary allowance, 
the average net income was the munificent sum of $892 for 12 months 
of hard work. 

In group 2, newspapers with 1,000 to 1,500 circulation, the average 
total income was $33,327. The cost study analysts allowed this pub- 
lisher $5,000 as a salary allocation and, after that, the average net 
income, over expense, was $1,499. 

For group 3, 1,500 to 2,000 circulation, we find an average gross 
of $47,709. An allowance of $6,000 was made for the salary of the 
publisher, perhaps slightly more than he paid his linotype operator, 
but probably less than he paid his shop foreman, reducing the 
average net to $2,206, or 4.6 percent of his gross. 

In group 4, 2,000 to 3,000 circulation, which, incidentally, probably 
represents the middle 60 percent of weekly newspapers, the average 
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total income reached a figure of $66,949. In this bracket a publisher 
salary allocation of $6,500 was made, after which the net average 
income figured out to $2,875, or 4.5 percent. 

In group 5 things appear to get considerably better. This group 
comprises papers with 3,000 to 4,000 circulation. Here we find an 
average total income of $120,571. The publisher was allowed $7,000 
for his annual salary, and his net then turned out to an average of 
$9,036, or 7.5 percent. 

In the top group, 6 newspapers having more than 4,000 circulation, 
we find the elite of the A ry, at least in terms of dollars. How- 
ever, it is estimated that less than 15 percent of the country’s small- 
town newspapers are in this category. In this bracket, the average 
total income was $172,190, the published was allowed $7,500, and the 
average net return, after expenses and before taxes, was $10,580 for 
the year, or a, percentage of 6.1. 

From this survey it is amply clear that the vast majority of the 
weekly newspapers of the country are struggling to put out. their 
papers and still earn a modest living. It is also very clear they have 
a very thin margin between income and costs, and any increase in 
expenses can easily result in a serious dislocation. Every item of 
expense, then, is significant. No expense, however small it may: be 
considered to be, will fail to have a telling, even a possibly disastrous, 
effect on their security and welfare. ; 

And now, Mr. Chairman, may we return to the industrywide ques- 
tionnaires to which we referred earlier. The information derived 
from it its completely documented and substantiated by facts. It is 
utterly devoid of conjecture or unwarranted assumptions. 

As has been said before, these questionnaires were sent to 5,057 
smalltown weekly, semiweekly, and daily newspaper publishers. As 
of May 10, when this tabulation was made, we had received 1,900 
replies, or a rate of return of 38 percent, which is without precedent 
in this association and many, many times higher than the normal rate 
of return. 

These questionnaires asked, among other things, the amount, in 
dollars per week, the proposed increase would cost the publisher for 
mailing his newspaper under second class. In order to insure against 
error, we requested him to go to his post office and have the appropri- 
ate clerk figure what his rates would be, as compared to what he is 
now paying, if and when the new schedule went into effect. 

When we determined the information sought in the first question- 
naire would not be sufficient to measure the true extent of the dollar 
impact, we circulated a second questionnaire to the same list. On 
this one we sought to learn: 

1. Does the publisher addressed favor or not favor elemination 
of the free-in-county privilege? 

2. How much of an increase will the proposed new rates make in 
the publisher’s weekly postage bill for second-class mail? 

3. Tfow much of the increase will be represented by elimination of 
free-in-county ? 

The 1,900 replies from both questionnaires were placed in the hands 
of a professional data processing concern in Washington, and the re- 
sults were put on IBM puncheards and the data tabulated. The re- 
sults are available for the study of any member of this committee, 
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or of the Congress, who may be interested. Primarily, however, we 
ask you to remember that these returns are not from a handpicked 
group of newspapers. They are from newspapers in 49 of the 50 
States, and in numbers amply large enough to qualify as a sample that 
is unquestionably representative. 

The first questionnaire brought returns from 601 newspapers, with 
no separation of weeklies from dailies. It showed that the average 
dollar increase per newspaper would be $30.46 per week, or $1,583.92 
a year. This amounted to an average increase of 350 percent. 

The second questionnaire is based on replies from 1,299 newspapers, 
of which 1,203 are weeklies and 96 are dailies. It showed that the 
average dollar increase per newspaper for second-class postage would 
be $39.86 per week, or $2,072.72 a year. This amounted to an average 
increase of 244 percent—somewhat higher, you must agree, than the 
“about 40 percent” estimated by the Post Office Department. 

Incidentally, the information also revealed that the average dollar 
increase for hometown dailies would be $68.45 a week, or $3,559.40 a 
year, up to 145 percent. For weekly newspapers the average increase 
would be $37.57 a week, or $1,953.64 a year, or an increase of 252 
percent. 

The second questionnaire also produced some very interesting in- 
formation about the free-in-county newspaper mailing privilege. It 
showed, for example, that 65 percent of the increased costs for news- 
papers that would result from the new schedule, would be caused by 
elimination of free in county. The remaining 35 percent would re- 
sult from the proposed new per copy rates. 

This survey also settled beyond a doubt the opinions of newspapers 
on the question of whether or not the free-in-county mailing privilege 
should be continued. For the benefit of the Post Office Department, 
we can report this opinion as emphatically in the affirmative by the 
overwhelming margin of 814 to 1. 

Of all newspapers queried, 86.6 percent favor retention of free in 
county and only 10.7 are willing to lose it. Of the weeklies, 87 per- 
cent are for retention; 10.2 percent are against it. Among dailies, the 
percentage is 81.3 percent favoring retention, and 16.7 percent against. 

Reference has already been made at this hearing to a poll indicated 
as having been taken by the National Editorial Association, which 
included a question designed to reflect an opinion on retention or aboli- 
tion of the free-in-county mailing privilege. 

The use of the word “poll” to describe this activity, in an article in 
the National Publisher magazine for October 1958, was an unfortunate 
choice of words, even though it was qualified by the adjective “in- 
formal.” A misunderstanding of our intentions could quite easily 
result, and apparently did, from this terminology. 

We considered this more in the light of a restricted inquiry which 
went to a small percentage of members. It was really a limited 
sampling of opinion on various probable legislative trends to provide 
guidance in establishing a policy to be followed by the Legislative 
Committee, of which I was then chairman. 

Such sampling of opinion among key people is not uncommon prior 
to the opening of a session of the Congress. 

The results in this particular case turned out to be so inconclusive 
that they were of no use whatsoever. I might explain that this same 
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sampling also included questions designed to bring out information 
we thought might be of value to our committee. These, likewise, 
elicited a very unsatisfactory response. 

The Cuarrman. I do not think you have any need to worry about 
the free-in-county, because I do not think any postal rate approved by 
Congress will include elimination of free-in-county. I think free-in- 
county will remain, unquestionably, so I do not think you have to 
dwell too much on that phase of it. 

Mr. Esrers. With your permission, Mr. Chairman, may I give you 
two examples that appear from the McKinsey & Co. study ? 

The Cuatrman. All right. ; 

Mr. Esrers. First, as far as my personal knowledge is concerned, 
the National Editorial Association has not, at least within the last 
quarter of a century, been a party to an industrywide poll of any sig- 
nificance on the free-in-county mailing privilege. Certainly, none to 
compare in scope and response to the one just concluded, the results 
of which are made a part of this testimony. We regret that a contrary 
impression may have been created. 

Yo have also heard testimony, I am told, to the effect that a State 
press association passed a resolution directed to the Congress, request- 

You have also heard testimony, I am told, to the effect that a State 
in question was Wisconsin, and this action was taken by the associa- 
tion’s board of directors in February 1958. : 

It should be emphasized that this resolution was a board action and 
not an association action, which is quite a different matter. This may 
account for the revealing replies from publishers in the State of Wis- 
consin in answer to the NEA questionnaire. Now, and we have the 
records to show it, 75 percent of that State’s newspapers are against 
giving up free-in-county mailing a 

Mr. Chairman and members of the committee, I would not wish you 
to infer, from the lengthy testimony that you have been considerate 
enough to listen to so far this morning, that the smalltown newspapers 
for whom I speak disclaim interest in or willingness to use the material 
so gratuitously offered by Government at all levels. Millions and 
millions of aclince? worth of free space is donated every week by our 
newspaper members of the National Editorial Association, and those 
who are not members, for every conceivable type, variety, kind, and 
degree of public service. It is our devout wish that we be allowed to 
continue to do so. 

But we cannot help but wonder, as we contemplate this public service 
contribution which has been going on for as long as there have been 
newspapers, just how these messages, this information, this educa- 
tional material, this patriotic utilization of newspaper space, con- 
sidered to be so critically important to our various levels of Govern- 
ment, can so efficiently and effectively be delivered to their intended 
audiences if newspapers are forced to go out of business by oppres- 
sively high costs, from whatever source they may come, including 
higher postal rates. 

In the foregoing, Mr. Chairman and gentlemen, we have tried to 
emphasize and explain the precarious and insecure economic condi- 
tion the hometown press of America finds itself in today, and the 
very damaging effects the exorbitant postal rate increases will have 
on its future welfare as a whole. 
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Now may we take up some impressions in the McKinsey & Co, 
study which we honestly believe to be erroneous and entirely un- 
warranted by the facts. Let us examine two specific cases I referred 
to before, those to be found on pages 2-21, 2-22, and 2-23 of the 
McKinsey & Co. study. Here we find an example of what purports 
to be a typical weekly newspaper of “about 1,000 circulation.” The 
report goes on to give the following breakdown of income and 
expenses: 


Postage: 
Owner's salary, charged ‘te newspaper... 9, 000 


Then, the report concluded : 


As these figures show, the cost of postage—at either present or proposed 
levels—is not a major factor in the economics of this business. 

With this naive conclusion, I would like to very vigorously dissent. 
May I, as a weekly newspaper publisher for more than 30 years, tell 
you that no operation of which I have knowledge keeps its records 
in such neat and limited categories. Almost all smalltown publishers 
in all circulation brackets operate printing departments in connec- 
tion with their newspaper. The result is a far more complicated and 
certainly a more comprehensive balance sheet than the abbreviated 
form which we are asked to accept here. 

This example would almost lead to the accusation that this case is 
an entirely fictitious one, especially since we are asked to believe that 
part-time help costs an even $3,000, almost as much as the even $3,800 
for printing costs. 

The examples given you from the 1959 cost study showed a pub- 
lisher of a newspaper of about 1,01 0 circulation to have a total average 
income of—not $19,935 but only $14,417, a slight difference of $5,218, 
or 26 percent. 

Next, this mythical newspaper divides its subscription revenue and 
newsstand revenue into separate figures. This may be done in very 
rare cases, but it certainly is neither common nor necessary. Income 
from sellig newspapers, no matter how they are sold, all goes into 
one circulation revenue account, with no division for newsstands, 
newspaperboys, or mail. This lumping of such income will be found 
to have been done by all newspapers reporting in the annual weekly 
newspaper cost study. 

Also, the McKinsey report newspaper took in $4,085 for circulation, 
or more than 20 percent of its total revenue, whereas the average 
weekly newspaper in the annual cost study reveals subseription revenue 
to account for only 10 percent of its total revenue. This $4,085 income 
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from subscriptions is also an interesting figure, espec ially if we look 
at the $1,145 of new sstand revenue which: goes with it. If this propor- 
tion is correct, it means that this mythic: al publisher receives a net 
return to himself of 11 cents per week per copy for the 200 copies he 
sells at newsstands or through carrier boys. 

This indicates the odd retail price of 14 cents per week per copy of 
an eight-page newspaper if, as the report states, the vendor’s margin 
is 3 cents per copy. If there is a weekly newspaper in the United 
States that sells for this price, or that receives this high percentage of 
gross income from this category of circulation, we believe it is an 
extremely exceptional case. 

We next, direct. your attention to that nice, round figure of $3,800 
for “printing costs” of producing 1,000 copies of an 8-page weekly 
newspaper, 52 weeks a year. This means an average cost per week of 
an amazingly low $73. Even if you know nothing about printing, 
ge sntlemen, and I am sure many of you are quite familiar with it, you 
must certainly wonder what kind and size newspaper can be produc ‘ec 
for this kind of money. I am sure every member of the National 
Editorial Association, even those who have well-equipped printing 
plants, would like very much to get this publisher's secret or, better 
still, acquire his services, at the same rate. 

This same balance sheet, or profit and loss, as it should be called, 
blandly ignores such essential items as depreciation, utilities, taxes and 
rent, repairs and upkeep of machinery, costs of automobile, reserve for 
the inevitable bad debts and many other costs that have to be paid 
every week by every publisher if he expects to remain in business. 

These costs add up to at least 25.2 percent among the newspapers in 
the 1,000 circulation class reporting to the annual cost study. All of 
which makes the McKinsey statement completely unbelievable, es- 
pecially since, on top of everything else, the operator of such a small 
business can take for himself $9,000 a yeat 

When it comes to postage costs, the McKinsey study says their news- 
paper will be required to pay an extra $260 a year if the proposed rate 
schedule is adopted. Tlowever, a study of the answers to the NEA 
survey reveals the average weekly newspaper, in all circulation 
brackets, will be called upon to pay $37.57 more each week, or a total 
of $1,953.64 a year. We cannot see how the McKinsey paper can 

scape a stnilar increase. But if he has a secret of such value, we 
hope he will share it with the rest of his fellow publishers, who 
certainly can use it. 

I will not bore you further with an itemized analysis of the second 
“typical” weekly newspaper example given on page 2-22 of the 
McKinsey report. It is subject to the same over-simplification and 
miscalculation that is true of the one just analyzed. 

The most significant fact of this example is that it selects a mythical 
weekly newspaper of 2.200 circulation. According to National Edi- 
torial Association calculations for dues purposes, this is the exact size 
of the average weekly newspaper in this country. On the basis of our 
proven returns, which we can substantiate by actual figures, the aver- 
age paper of this size will be called upon to pay $1,95: 3.64 a year, and 
not the $400 assumed by McKinsey & Co. 

We have no wish to be unfair or unjust in our analysis of these 
examples, apparently taken from the air, as compared to those for 
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which we have documentation. However, we cannot escape the con- 
clusion that, for $137,000 of the taxpayers’ money, the Postmaster 
General should have received more accurate figures. 

Lest there be any thought that I, as the person selected to present 
the foregoing testimony, am an alarmist or have overstated the case, I 
would like, with your permission, to make some verbatim quotes from 
voluntary letters received in the National Editorial Association office 
on this very grave matter. Some of these statements may be from 
publishers in your own State, district, country, or town; but they are 
typical and selected at random from the many hundreds we received: 

Newspaper in Upper Marlboro, Md., the Enquirer-Gazette : 

Needless to say, adoption of these increases, especially the removal of free-in- 
county privilege, would be disastrous to all and many small weeklies will be put 
out of business. 

Newspaper in Cortland, Nebr., the News: 


I am glad you are taking this matter up, because if this goes through hundreds 
of smalltown newspapers are going to quit business, being forced out by the 
Government. 


Newspaper in Corydon, Ind., the Corydon Democrat : 


In spite of the claims that there is something wrong about delivery of mail to 
rural subscribers free, there are still valid claims for it. As intended by the 
legislators who originally enacted the law, carrying news of county business, 
community affairs, political announcements and other local educational service 
is a logical and important governmental function. 

In this county, as in many others, the number of postal employees and carriers 
would not be changed in any way if there were no local newspapers to handle. 


Newspaper in Ithaca, Mich., Gratiot County Herald: 


Most weeklies feel that they have gone about as fare as they can in advancing 
subscription and advertising rates to cover increasing costs, including increas- 
ing postage rates, and small weekly papers are the ones which will be hardest 
hit by the proposals. Unless it is the deliberate purpose of the Post Office Depart- 
ment and the proponents of this bill to place small papers of the Nation in 
jeopardy, we believe any plans for further advances in second class rates should 
be abandoned. 


Newspaper in Terra Bella, Calif., the Terra Bella News: 


This would increase my costs to a point where I would seriously consider 
going out of business. 


Newspaper in West Branch, Iowa, the West Branch Times: 
The proposed increase could easily put this newspaper out of business. 
Newspaper in Welsh, La., the Welsh Citizen : 


This would crucify many of we smaller papers whose profit margin would 
virtually vanish. Since our advertising and subscription rates are based on old 
mail rates this would be a foul blow. 


Newspaper in Wahoo, Nebr., the Ludi Printing Co. : 


Present mailing costs are $880 annually. Under the proposed increase my 
costs would amount to more than $1,700 annually. 


Newspaper in Kansas: 


Our newspaper is almost driven out of business now by high cost of labor and 
stock. 


Newspaper in Minnesota: 


if we understand correctly, will have to pay 2 cents each on all local copies 
delivered by letter carriers in the suburbs. Most of ours run over 2 ounces ; 5,000 
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copies 2 cents—$100 per week. Now costs about $8 per week including some 165 
copies at zone rate. Adding $92 to our costs would boost subscription price at 
least $1.50 per year. 

In closing, Mr. Chairman, we would like to emphasize again that 
the services which the weekly newspaper industry, through its indi- 
vidual newspapers, renders to its communities and its governments, 
local, State, and national, will, I am sure, continue Just so —_~ as there 
are newspapers in existence. There is no threat of reprisal, real or 
implied, in these comments. The stark and simple facts are, however, 
that declining income and the ever-narrowing margin between profit 
and loss that confront all smalltown newspaper operations must force 
them to adopt new and more drastic economy measures to keep their 
businesses solvent and protect their own livelihood, as well as the liveli- 
hood of those to whom they furnish gainful weekly employment. 

We must protest as naive and entirely unrealistic the assertion that 
because we have been able thus far to absorb or pass on larger increases 
in costs of doing business, we can just as easily continue to do so by 
accepting with good grace this drastic increase in postal rate costs, 
that is far higher than its proponents would have the country believe. 

There is a limit to which our businesses, or any other businesses, can 
go in absorbing higher costs, and still remain in business. Many of our 
papers have long since reached the point of no return, so to speak, in 
high subscription rates and high advertising rates. Additional charges 
just cannot be made, for the pure and simple reason that neither 
readers nor advertisers will pay them. 

And so, Mr. Chairman and members of the committee, while we 
recognize and deeply appreciate the problems of finance with which 
the Postmaster General is confronted, and while we respect his earnest- 
hess in trying to resolve them, we, as smalltown newspaper publishers, 
have no wish, nor do we have the financial resources, to help to the 
disproportionate extent that this rate schedule would insist that 
we do. 

We are flattered at the many insinuations that our small business 
enterprises are as profitable as has been inferred in the verbal evidence 
and in the McKinsey study placed before you. But we must insist, 
gentlemen, that adoption of this schedule will work a very serious 
hardship on us and on the people of the United States. 

At no time in the history of this great country of ours has there 
been a greater need for a free and unfettered press. We ask, gentle- 
men, that it be permitted to continue to serve the people and the coun- 
try, and that this very damaging legislation be not approved by this 
committee, 

The Cuairmman. Thank you, sir. 

Are there any questions ? 

Mr. Porrer. Yes, Mr. Chairman, after they are through. 

The Cuairman. Do you other gentlemen wish to make statements 
at this time? 

Mr. Bayot. We would just like to make it clear, sir, that we do 
feel that the McKinsey report, upon which a great deal of the Post 
Office Department’s case is based, is glaringly in error, as far as the 
smalltown newspapers are concerned, so much in error that it would 
lead one to believe that the entire report is well open to question. I 
think that was one point we certainly wanted to stress. 
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The other one is that there is no doubt that this postage increase 
would seriously damage the average smalltown newspaper's business. 
There was a statement, according to the Post Office Department, that it 
will have no significant effect. “V ery definitely, it will have a ‘signifi- 
cant effect; and in some cases, it will actually put some small papers 
out of business. 

Thank you. 

The Cuairman. Do either of you gentlemen desire to make a state- 
ment now!’ Mr. Potter or Mr. Mathews? 

Mr. Maruews. Mr. Chairman and members of the committee: I am 
indeed happy and honored to have this opportunity to appear before 
you today. Iam Thomas O. Mathews of Fairfield, Ill. I am editor 
and copublisher of the Wayne County Press, a semiweekly newspaper 
published in Fairfield. This newspaper is in its 95th year of 
opel ration, 

I started out as a printer’s devil in this same newspaper plant 40 
years ago, but today I am here as the president of the Illinois Press 
‘Association, the largest State press association in America. It repre- 

sents a membership of 670 daily and weekly newsp: apers it in our great 
Midwestern State. 

On behalf of the members of my association, and as a newspaper 
publisher in my own right, I want ‘to endorse the testimony you have 
just heard from Mr. Esters for the National Editorial Association. I 
can say that the views Mr. Esters expressed are an accurate reflection 
of the views of the members of the Illinois Press Association. May 
I urge that you give them thoughtful consideration. 

We in Iilinois are glad that our national association, the NEA, 
has conducted this survey on postal rates, for it has produced facts 
that were never before available, and facts are so much more helpful 
than mere opinions. In this survey it was shown, for example, that 
the proposed legislation would cause an average increase in second- 
class postage for the new spapers of Illinois of $45.55 a week, or 261 
percent. We must agree with Mr. Esters and not the McKinsey 
report, that this increase in definitely significant. And, 1 may add, 
it is also unfair. 

I calculated what the proposed rates would do in my own ease, 
and found that the hike would cest me and my co-publisher, who 
incidentally is my brother, $46 a week more than at present. ‘That 
is an increase of 200 percent, and amounts to $2,392 a year. 

If the increase came about, I doubt that our newspaper would 
close up shop; but I can assure you we would be hard put to produce it, 
and I have no doubt that some newspapers might not scrape through, 
for the real burden of the proposed increase ‘will fall on those least 
able to pay it. 

The areas that these newspapers serve are relatively limited. There 
is just so much potential business in their respective fields, and they 
must price their products competitively if they are to get their share 
of that business. So when costs continue to climb, these small news- 
paper publishers have found it necessary to streamline their operations 
and adopt more efficient methods of production if they are to remain 
financially sound and stay in business. 

I can tell you, gentlemen, that they have done a remarkable job of 
trimming every corner to offset this financial squeeze. But there 
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isa limit to how far they can go. Costs of operations can easily reach 
the point that many of them must quit because they just cannot 
make it. 

In the past 40 years, the total number of smaller newspapers has been 
reduced by nearly one-half, because of suspensions, mergers, and 
consolidations. 

Mr. Porrer. Mr. Chairman 

The Mr. Porter. 

Mr. Porrer. Excuse me, but I] was wondering how much more the 
gentleman was going to read. 

Mr. Maruews. Just one paragraph, Mr. Congressman. 

Mr. Porrer. All right. 

Mr. Maruews. According to the National Directory of Weekly 
Newspapers, 304 weekly new spapers have suspended since 1956, and 
113 went out of business last year. The hometown newsp: per business 
isa wonderful way of life. I would want no other; but it has never 
been affluent. Every cost is an important factor in survival. Any 
increase in postal rates at this time cannot help but damage it very 
seriously. 

Therefore, Mr. Chairman, we urge that vou report unfavorably on 
this proposed legislation. 

I thank you. 

Mr. Rees. What is your circulation / 

Mr. Marnews. It is 5,700, Congressman. 

Mr. Rees. How much postage do you pay ¢ 

Mr. Maruews. We are paying now about $1,200 a year. 

Mr. Porrer. Which is what percentage of your total costs / 

Mr. Maruews. Let’s see. We do a gross business there of about 
$100,000. 

Mr. Rees. How much is your postage ? 

Mr. Mariuews. Under the new arrangement, we would add, under 
this bill, $2,392. That would be the increase that we would have in 
our post: al bill if this proposed increase goes into effect. 

The Cuaimman. How much of that would be attributable to free- 
in-county, if you had to pay the postage in the county ¢ 

Mr. Marnews. The portion that would be attributed to the free-in- 
county would be $1,508, 

The Cuamman. The major part of it would be the elimination of 
free-in-county ¢ 

Mr. Marurws. A good portion of it would: yes, Congressman, 

Mr. Rers. What share of your papers go free in the county ¢ 

Mr. Maruews. Our total circulation is 5,700 and we have 1,100 that 
are distributed by carriers and 2,900 of them go free-in-county. 

The About half of it 

Mr. Marnews. Yes. 

The All right. 

Mr. Porter. 

Mr. Porter. Mr. Mathews, do you think your paper should receive 
a subsidy from the taxpayers / 

Mr. mene I do not feel that the newspaper should receive a 
subsidy. I do not feel that it is receiving a subsidy. 

Mr. Por’ rer. You know the Postmaster General says that after the 
current rate increase is complete next year, second class will only 
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be paying 26 cents out of every dollar it costs the American taxpayer, 
Do you disagree with that ? 

Mr. Marurws. Yes, I do. I do disagree with the Postmaster Gen- 
eral. But I think the thing we are losing sight of here is that there 
has been a wonderful arrangement over the years, many, many years, 
a partnership existing between the great Government of the United 
States, the people, and the newspapers of Americe 

Mr. Porrer. Now you are making an argument for a subsidy, saying 
there is a lot of public service done by the local newspapers, with 
which L agree. 

Mr. Maruews. Yes. 

Mr. Porrer. But you are saying you deserve one, but you are not 
getting one; is that your point / 

Mr. Marnews. No, we do not regard that we are getting a subsidy. 

Mr. Porrer. But you say you deserve one because of all the public 
service you give. 

Mr. Maruews. We feel, Congressman, that we are rendering a great 
service to the country. 

Mr. Porrer. I think newspapers are. I think people in many 
walks of life outside of the newspapers are doing a lot of service to 
the country, too. 

Mr. Maruews. Oh, yes. 

Mr. Porrrr. So I do not think it is confined to newspapers alone. 
I am wondering, though, if your association would support a bill 
which provided for governmental subsidy for weekly newspapers. 

Mr. Maruews. Congressman, I might point out that, as you so well 
know, years and years ago the Government saw fit to encourage peo- 
ple to go into the newspaper publishing business, because they knew 
there was a great need in our country for newspapers. I can tell you 
that there are newspapers operating today that, if this bill goes 
through as proposed, will no longer be in operation, 

Mr. Porrer. That point is a matter of impact. Let’s say, though, 
that you are not paying the full costs that the Post Office incurs. 
And then we desire to know how to make increases so that the impact 
will not put a lot of people out of business and result in disaster for 
the Post Office and for these people, too. That is a different 
problem. 

What I am getting at is, the Postmaster General brings in figures 
here that show that. the second-class users are not paying their way, 
by 74 cents on every dollar. You challenge those figures, but I see 
nothing in your testimony that shows how those figures are wrong. 
You say you do not agree with them, but I have seen nothing in your 
testimony that bears this out. 

But it seems to me that the argument that you do so many good 
things and you are in such a precarious financial position is not 
directed at the principal question of whether you ought to be paying 
more for the services you are getting from the Post Office. 

By default, in effect, you are getting a subsidy, if the Postmaster 
General is correct, at. least in some measure; and I'am just wondering 
if the weekly newspapers of this country would support legislation 
which said so in so many words, that 50 cents out of every dollar 
would be for subsidy. 

Mr. Maruews. No. 
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Mr. Rees. You do not want to use that name. 

Mr. Maruews. Well, it is not that. We do not regard it that way. 

Mr. Porrer. Well, you talk about your public service and what 
creat services you do; and I agree. 

Mr. Maruews. Yes. 

Mr. Porrer. And I think weekly newspapers and other newspapers 
do a lot of public service. I think some do more than others. And 
if there are advertisements that ought to be in there for the census 
or for recruiting or anything else, in my opinion the Government 
ought to pay for them, and not count on whether particular editors 
are public-service-minded or not. Some are and some are not. We 
penalize those that are, by saying, “You’re not patriotic if you do 
not do it.’ 

Mr. Marnews. There are so many of those services that cannot 
be bought, of course. But if the Government endeavored to pay the 
expenses of all of this that is given to them by the newspapers, I 
dare say that the deficit would be much greater than the one we 
have now. 

Mr. Porrer. The issue before this committee is whether you, as 
users of the mails, are paying your share. 

Mr. Maruews. We think we are. 

Mr. Porrer. I do not think your testimony here bears on that. 

Mr. Matuews. We feel we are paying our share. 

Mr. Porrer. I know you feel that way, and your 38 percent who 
replied. Any raise in costs on someone making a lot of money hurts; 
of course it does. So they would answer that. We would expect that, 
would we not? I would not expect anything else from them. 

But you do not. have any evidence here showing that the Post- 
master General’s figures are incorrect. And have you ever corre- 
sponded with the Postmaster General ? 

Mr. Marnews. I think Mr. Esters has those figures, Mr. Porter, 
in his report. 

Mr. Porter. I know the figures. 

Mr. Esrers. The figures in our questionnaire refute the figures he 
gave from the McKinsey report study. 

Mr. Porter. I am talking about the 20 percent he says in his cost 
ascertainment report will be paid by the second-class users of the 
mail at the end of the current rate increases, the one more step. He 
says you will be paying just 26 cents out of every dollar. 

Has the NEA ever taken this up with him directly, to say his 
bookkeeping is all wrong and you are paying your way? 

Mr. Bayon. We are not in a position to compete with the Post. 
Office in the matter of cost ascertainment, and I do not think it would 
be smart. to do so. 

Mr. Porrer. Then, you are coming in here and saying you are 
doing a lot of public service and we ought to be nice to you; but 
vou are not showing how you are paying your way. 

Mr. Bayon. We disagree with the basic idea that the Post Office 
Department. must. pay ‘its w ay. Historically, it never has paid its 
way, and it has been spelled out in the 1958 act that it is not expected 
to pay its way. 

Mr. Porrer. I understand your point of view. But if you say that 
what you are doing is a public service, then you ought to be willing 
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to come out for legislation which says weekly newspapers are accom- 
plishing great public services; therefore, they ought to pay only 
50 percent or 25 percent of their costs, and the rest will be a subsidy 
from the American taxpayer. 

I want to know if the NEA will back that kind of legislation, 

Mr. Bayou. Definitely not. 

Mr. Esrers. No. 

Mr. Porrer. But you are coming in here and arguing that there is 
a lot of public service performed by vou. 

Mr. Bayon. No, sir: we are merely arguing that this postal bill 
would be damaging to our people. 

Mr. Porrer. I know that, because it raises rates. But I do not even 
see any figures in here as to what percentage of your costs are postage 
costs. What does your survey show’ What percent are your costs 
of postage in the costs of the average newspaper / 

Mr. Bayou. We do not have those figures. 

Mr. Porrer. Is that not rather crucial 4 Other costs go up, too. 

Mr. Bayon. We have proved that it is crucial. 

Mr. Porter. You have proved that any increase is crucial. 

Mr. Bayon. Yes, because it does amount to an appreciable amount 
each year. 

Mr. Porter. But if you ought to pay this amount because you should 
pay your way in the Post Office—and you agree that you should, 
do you not ¢ 

Mr. Bayon. We do not agree with that theory : no, sir. 

Mr. Esters. No. 

Mr. Bayon. The Post Office is a public service, and it should not 
have to pay its way any more than the Agriculture Department. 

Mr. Porrrr. Fine. Then, vou think that the second-class users 
ought to have a subsidy ¢ 

Mr. Bayon. “Subsidy” is, shall we say, a horrid word. Is that not 
the language / 

Mr. Porrer. All right. But you deal with words; so do I. Let's 
find a word. You should have some sort of a consideration from the 
Congress because you are achieving such great things for the public / 

Mr. Bayon. Yes, that is right. 

Mr. Porrer. What does it add up to, though? That somebody has 
to pay what you do not pay, and that is going to be the taxpayer. 

Mr. Bayon. The taxpayers pay the whole bill, regardless of how it 
is kept in the books of the Post Office Department. The second-class 
consideration is for the benefit of the general welfare and the public— 
not the publishers. 

Mr. Porrer. Right now, at least 26 percent at the end of next year 
will be going through your hands, according to the Postmaster Gen- 
eral, if his figures are in the ballpark, although I am not sure they are. 
But I am sure that there are some figures somewhere that would show 
that the second-class users are not paying all their costs to the Post 
Office. } 

Then you come in here and argue and make out a good case that 
you do a lot of fine things: and I am sure you do, and I do not want 
to see the weekly newspapers go to the wall. - | 
Mr. Bayou. Let me make this point here. We are not speaking 
just for weekly newspapers. 
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Mr. Porrer. You are speaking for dailies, too; I realize that. I 
wish you would supply the figures, though, as to how many are in each 
of those classes. 

Mr. Bayou. How many newspapers we speak for ? 

Mr Porter. That are around 1,000, 2,000, and 3,000. 

Mr. Esrers. That could be obtained. It would take some time to 
get it, though. We did not think it was necessary. 

Mr. Porrrer. Let’s say we did someday straighten up the book- 
keeping of the Post Office and we could determine that you were 
paying 50 percent of the actual cost to the Post Office. Then, will 
the NEA support legislation which will say that the other 50 percent 
should be paid out of the general funds? 

Mr. Esrers. No. 

The Cuairman. In other words, the NEA believes that the second- 
class users should pay their full costs ¢ 

Mr. Esrrers. Congressman, you made a big point of this 26 percent 
the Postmaster Gener: al suggests. 

Mr. Porrer. He makes a big point of it. 

Mr: Esrers. Well, we have proven in here that his 40 percent more 
than this raise would cost us is entirely wrong. 

Mr. Porter. You mean from the McKinsey report ? 

Mr. Esrers. Yes. How can we support the fact that the 26 percent 
is right ¢ 

Mr. Porrer. The McKinsey report and how it was made—I think 
there are a lot of faults in it. The cost ascertainment system, whether 
it is also faulty, I would like to see your argument against it. I 
would like to see how you show that he did not arrive at these fig- 
ures correctly. And yet you make no assault on it. You say you 
“feel” that it is not right. You have never, apparently, approached 
the Postmaster General and said, “We don’t like what you do, and 
your figures are wrong, because we want to pay our own way, and 
we think we are, and you say we ure not.’ 

Mr. Esters. Mr. Potter has some information bearing on that very 
subject, Mr. Congressman. 

Mr. Porrer. I would like to hear it. 

The Cuatrman. All right, sir. 

Mr. Porrrer. Mr. Chairman and members of the committee, I am 
Walter Potter, a director of the National Editorial Association and 
cochairman of the legislative committee. I am also editor and pub- 
lisher of the Culpeper Star-Exponent, a weekly newspaper in Cul- 
peper, Va., and copublisher of a weekly newspaper, the Madison 
County Echo, and the Greene County Record, published in adjoining 
counties. They are printed in my pr ‘inting plant. 

I am also president of the Virginia Press Association. This State 
association has a membership of 96 weekly newspapers and 33 daily 
newspapers. 

On behalf of the Virginia Press Association, I wish to register an 
emphatic protest against the Postmaster General’s proposed second- 
class rate inereases. I also wish to be recorded as endorsing the testi- 
mony given by Mr. Esters for the NEA. 

For Virginia newspapers reporting in the NEA survey, the average 
inerease of second- class postage costs which would result from the 
proposed legislation is $20.78 per week, or 139 percent. In the case 
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of my own newspaper, the increase would amount to $31 a week or 
$1,620 a year—an increase of 152 percent. 

Mr. Porrer. Could the gentleman, Mr. Chairman, tell us what 
percentage of his costs that is, both before and after? 

Mr. Porrer. Yes, sir; 1 shall be glad to go into that, sir. 

Mr. Porrer. Do you know approximately what it is now? 

Mr. Porrer. About 3 percent, sir. 

Mr. Porter. That would be 3 percent after the increase ? 

Mr. Porrer. Yes, sir. 

Mr. Porter. Thank you. 

Mr. Porrrr. Now, Mr. Chairman, I wish to touch upon two or three | 
points which I believe have not been sufficiently stressed, but which 
should have an important bearing on your decision. I will do it very 
briefly. 

One is the Post Office Department’s own recommendation that we 
accept these increases and pass them on to the public, through our | 
subscribers and advertisers. The Federal Government asks us to 
fight inflation in our news and editorial columns on the one hand, 
and then on the other hand, an important Federal Department openly 
urges us to raise our prices. What kind of consistency is that? 

Are we to assume that the Postmaster General and his consultants | 
know more about our business than we do? If we follow his advice, 
we will run the risk of putting a number of our newspaper colleagues 
out of business. And those that survive would merely serve to transfer | 
the Post Office deficit from the books of the Department to the people | 
of the country, for whom so many hearts in the Federal Government 
seem to be bleeding. On examination, the Postmaster General’s mo- 
tives may not be quite so noble and unselfish as his publicity would 
have us believe. 

As a case in point I refer you to the Greene County Record, of 
which I am copublisher. This newspaper, with a circulation of 750 
in a county which has aroused 950 families in it, now pays about $2 per 
week in postage. With the increase it will go to $6.75 per week, which 
is a very small amount of money. However, this newspaper has not 
made money; it has been a source of loss to us for the last 3 years that 
I have been associated with it. It is just a question of how much loss 
you are willing to take to perform a public service for the people of 
this county. 

There is no other publication, radio station, or television station, 
in this county. 

And another thing, Mr. Chairman, no postal rate increase has yet 
succeeded in wiping out the postal deficit and it is most unlikely that 
even this exorbitant one would do it. Until a great many practices 
are changed, the Post Office Department will never be an efficient 
business operation. 

Just as one example I want to read you an excerpt from a letter we | 
have received from one of my Virginia newspaper members. He is 
James W. Green, editor and publisher of the Orange Review of 
Orange, Va. He says: 


I served as a postmaster of a large office for several years myself and have a 
fair idea of what it is all about. 

In his zeal to save money for the Government and avoid deficits we wonder why 
the Postmaster General does not interest himself in the fourth-class offices of 
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which there are many thousand in this country which cost the Government mil- 
lions of dollars in deficits. 

I have before me an official publication, titled “Receipts and Classes of Post 
Offices.” There are at least 10 fourth-class post offices within 10 miles of Orange. 
You would be surprised at the salaries they draw in proportion to amount of busi- 
ness done. Many of these offices have rural free delivery and star routes running 
by their front doors. 


Yearly Post- 
receipts master’s 
salary 
Madison Run Postoffice----- $662 $2, 498 


There are thousands of these offices which you can see add to a substantial 
sum which leave us somewhat defeated when we hear talk of deficits and 
economy. 

I believe you will agree, Mr. Chairman, that Mr. Green’s point is 
well taken. 

Now, speaking as a newspaper publisher, as a director of NEA and 
as president of the Virginia Press Association, I respectfully urge— 
Mr. Chairman and members of the committee—that you kill this pro- 
posed legislation. 

The Is that. all, Mr. Potter? 

Mr. Porter. I would like to make one further statement, about the 
matter of subsidy. In effect, the increase in postal rates would be 
passed on to the subscribers of our newspapers. As of today, the Post 
Office Department is subsidizing these people who are receiving the 
mail. That, in effect, is what is being done, because in increasing 
rates, if it is passed on to them, it means they pay a greater postal bill. 

The idea behind the free-in-county in the past has been that dis- 
semination of information to the people in the rural areas was thereby 
made possible. 

Mr. Porter. Mr. Chairman. 

Does the gentleman think we should not increase rates at all, but 
decrease rates, if it is always passed on? 

Mr. Porrer. No, sir. We have received an increase in the past 8 
years of more than 50 percent, and we have a 10- and 20-percent in- 
crease coming up on January 1 of the coming year. We are opposing 
an increase here of some 250 percent, on an average. Any increase 
that comes in cost certainly should not come at such a high percentage 
increase. 

Mr. Porrer. I understand that, and I sympathize with you as far 
as impact. goes. But you are not making the argument that this is 
not justifiable, because you really do not know what the figures are, 
in terms of what your costs to the Post Office are. 

Mr. Porrrr. No, sir. 

In that line, we are not. too sure the Post Office knows, either, sir, 
because in the 1958 bill it is stated that “This is for public service” ; 
the loss resulting from the operation of such prime and necessary 
public services as the star route system and third- and fourth-class 
post offices should be borne as a public service. 
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I have been told that the Post Oflice Department has told the Con- 
gress that it cannot estimate the total losses on third- and fourth- er 
post offices. This statement was made in 1959 and again this yea 

Mr. Porrer. Do you know a paper that had to go out of me us 
because of the impact of the last rate increase 

Mr. Porrer. No, sir; but they have declined in our State—news- 
papers have—through the combination of costs. 

Mr. Porrer. Was that the reason why the declined? 

Mr. Porrer. I would not say that that was the sole reason. You 
seldom can put it on just one thing, sir. 

Mr. Porrer. Thank you. 

The Cuamman. All right. Thank you very much, sir. 

Mr. Ontver. Mr. Chairman, could I just make an observation ? 

The Cramman. Mr. Oliver. 

Mr. Ouiver. Coming in late as I did, and not having an oppor- 
tunity to read along with Mr, Esters from Houlton, Maine, as he 
developed his statement here for the committee, I just wanted to make 
for the record the statement that I feel that what he has put together 
here—he and his associates—is a most impressive document; ‘and I 
fee] that a tremendous job has been done. 

I feel that one point that stands out here is the cost of the survey 
which was made by Mr. Esters and his associates, being $1,800 as 
against the $137,000 of the McKinsey report. It seems to me that that 
has some significance. I wish there were more people like Mr. Esters 
and his associates in the Post Office Department. 

Thank you very much. 

Mr. Rees. May [ask one question / 

The Cram. an. Mr. Rees. 

Mr. Rees. What is your circulation ? 

Mr. wey It is 4,107. 

Mr. Rees. How much is your postage / 

Mr. Esters. My postage bill has run—it is $430 a year. 

Mr. Rees. How many papers do you put out / 

Mr. Esrers. I have 2,000 and some going through the mails. 

Mr. Rees. How much of that is within the county ? 

Mr. Esrers. A very small percentage. 

The Cuamman. Allright, thank you, gentlemen, very much. 

Mr. Bayon. Mr. C hairman, I have a letter and a telegram I would 
like to have put into the record, if you please, from our members. 

The Cuarrman. That will be done. 

(The telegram and letter follow :) 

SANGER, CALIF., Vay 24, 1960. 
EpGar Bayo, 
Executive Vice President, 
National Editorial Association, 


South San Joaquin Valley unit of California Newspaper Publishers Association 
has gone on record strongly protesting unfair and exorbitant postal rates pro- 
posed by administration for second-class matter. We ask that you register our 
protest with congressional committee directly connected with consideration of 
matter. 


SoutH San JOAQUIN VALLEY UNIT, CNPA, 
SEYMOUR STERLING, Pust President. 
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LANCASTER, PA., May 20, 1960. 
Mr. arp Dew, 
Pennsylvania Newspaper Publishers’ Association, 
Harrisburg, Pa. 

Dear Dick: The recently proposed second-class postal rate increase is cer- 
tainly not realistic. If passed, it would increase our second-class postage an 
estimated about $50,000 per year. 

Our daily Intelligencer Journal has 10,077 mail subscribers. Only 231 sub- 
seribers are in the third through the &th zones; 9,846 are in the county of publi- 
cation and zones 1 and 2; 98 percent of this total are dispatched from our office 
in direct mail sacks. Approximately 90 percent of the total is addressed to R.F.D. 
subscribers. 

Frankly, if the postal rate is increased, I will recommend that we discontinue 
mail subscriptions wherever possible. At the present time I believe that we 
could more economically serve about 8,000 of these mail subscribers by estab- 
lishing motor routes rather than pay the increased postal rates. Too, the post 
office would lose a substantial amount of revenue from first- and third-class 
mail which is a direct result of second-class mail. 

Today, I phoned our local postmaster and asked him pointblank how much 
manpower his office could save if we discontinued mail subscriptions. His 
answer was that he didn’t know of any savings offhand. 

As you know, all R.F.D. carriers are paid on an annual basis, as are all postal 
employees except substitutes. If we discontinued mail subscriptions, the post 
office would lose substantial revenue in first-, second- and third-class postage. 
However, they could not save a dime because of our method of dispatch and the 
fact that the post office could not discontinue any R.F.D. routes. 

All of our mail is sacked in our office and mailed in direct sacks, in sacks 
for distribution on specific mail trains, with only one sack being sent for local 
post office distribution. 

About 28 percent of our mail sacks are delivered by us at our expense in our 
trucks directly to the post office for destination. The remainder is delivered to 
the post office dock where it is put on star, highway postal trucks, or trucked 
to the railway station. 

When our direct sack reaches the post office of destination, the only sorting 
done is to distribute bundles of newspapers to the individual R.F.D. and star- 
route carriers. In the vast majority of cases, the individual papers in the 
bundles are in delivery order for the specific R.F.D. carrier. 

For the amount of service rendered our newspapers, I strongly feel that the 
current second class rates are entirely too high. 

While I can only speak for our own newspapers, if the rates are increased 
as proposed, it would not surprise me to see weekly and daily newspapers and 
magazines cooperatively combine deliveries, with a subsequent tremendous 
financial loss to the Post Office Department. 

From the above, I think you’ll agree with me that by further increasing 
second-class postal rates, the Post Office Department is pricing itself out of the 
market. 

We are very much opposed to the proposed second-class postal rate increase 
and ask you to call that fact to the attention of the congressional committee 
conducting hearings. 

Sincerely, 
LANCASTER NEWSPAPERS, INC., 
R. W. Gilliland, 
Circulation Director. 

The Cnamman. You have a very fine association, indeed. I knew 
Ed Anderson quite well. He has been before our committee many 
times on behalf of the association. 

Mr. Esters. Yes. 

The Cuatrman. Thank you very much, gentlemen. 

We will next hear from Benjamin Bogin, vice president of Condé 
Nast Publications, Inc., Greenwich, Conn., accompanied by Mr. H. 
Carlisle Estes, circulation promotion manager. 


| 
| 
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STATEMENT OF BENJAMIN BOGIN, VICE PRESIDENT, CONDE NAST 
PUBLICATIONS, INC., GREENWICH, CONN.; ACCOMPANIED BY H. 
CARLISLE ESTES, CIRCULATION PROMOTION MANAGER 


The Cuarrman. You will have to hurry, because there is a quorum 
call now. 

Mr. Boetn. Yes, Mr. Chairman. I am going to try to establish a 
new record for the hundred-yard dash. 

I am Benjamin Bogin, and I am the vice president of Condé Nast 
Publications. First of all, I would like to say this is Mr. Carlisle 
Estes, our circulation promotion manager. 

I would like permission to submit our presentation for the record. 

The Cuarrman. Yes, sir; it will be inserted in full at this point 
in the record. 

(The statement referred to follows :) 


SUMMARY OF STATEMENT SUBMITTED BY THE CONDE NAST PUBLICATIONS, INC. 


1. The bill proposes a charge of one-half cent per piece for delivering second- 
class mail in addition to rate increases of about 15 percent in 1960 and 15 percent 
in 1961 already enacted. The bill proposes also an increase of 75 percent in 
third-class rates. 

The annual cost to this company would be as follows: 


2d class: 


2. The Postmaster General has stated that the magazine-publishing industry 
is prosperous and can afford to absorb the increased postal rates. This is not 
true as can be seen by the record of our losses during the past few years, as well 
as from the poor profit margin of such other leading publishers as Time, Inc., 
Curtis, and McCall. 

3. Thirteen operations are required by the post office to deliver a first-class 
letter. We perform 11 of these operations in the preparation of third-class mail. 
If that rate goes to 3% cents per piece, it will be to our advantage to use first- 
class mail for this purpose. It has been estimated that this would require an 
increase of 20 percent in postal employees—approximately 100,000 people at an 
annual wage cost of about $400 million. Even if this is an overestimate, it is 
not unlikely that such a change would cost the post office from $200 million to 
$250 million per year, thus more than canceling out the increase asked for. 

4. The Post Office Department is a service to all the people of the United States. 
It has been set up primarily to handle first-class mail. Since Congress is re- 
luctant to increase first-class mail rates which is the greatest cause of the deficit, 
and on which a small increase would be the easiest to bear and be productive of 
most revenue, there is no reason why the postal deficit should not be made up 
through taxpayers’ money, as is the case with all other Federal agencies. 


STATEMENT OF THE CoNnpE NAst PUBLICATIONS, INC. 
THE Conpé Nast PUBLICATIONS, INC., 
Greenwich, Conn., May 26, 1960. 
HOUSE OF REPRESENTATIVES, 
Committee on Post Office and Civil Service, 
Washington, D.C. 
GENTLEMEN: This statement is submitted by the Condé Nast Publications, Inc., 
in connection with proposals to increase second- and third-class postal rates. 
The Condé Nast Publications, Inc., is a publishing corporation founded in 1909 
and now employs about 2,700 people in its offices and manufacturing facilities 
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located principally in the States of New York and Connecticut. The company’s 
annual sales volume is approximately $40 million and among its activities and 
those of its subsidiary, the Street & Smith Publications, Inc., publishes seven 
nationally distributed magazines: Vogue, House and Garden, Glamour incorpo- 
rating Charm, Vogue Pattern Book, the Bride’s Magazine, Mademoiselle, Living 
for Young Homemakers. 

In addition, it operates a printing division, a photoengraving business, and the 
Vogue Pattern Service. 

SCOPE OF THIS STATEMENT 


To discuss the importance of second- and third-class mail to the economics of 
our business. 

To show the impact of recent postal increases and other costs on the profits of 
our business, and to forecast the effect of the proposed increases. 

To point out the possible increased costs to the post office should the proposed 
increases in third-class matter be approved. 


SECOND-CLASS MAIL 


The Postmaster General proposes a charge of one-half cent per piece in addi- 
tion to the existing second-class rates, and in addition to increases amounting 
to about 15 percent in each of the years, 1960 and 1961. The total of these three 
increases would amount to about $450,000 per year. 

The magazine publishing business depends on the use of second-class mail for 
delivery of its product to its subscribers. The use of second-class mail at pres- 
ent rates has determined the prices at which we have sold almost 2 million sub- 
scriptions to our magazines. Any increase, therefore, must be absorbed by the 
company until such rates can be changed—a process which takes as much as 2 
years to implement. As we all know, increased subscription rates are resisted 
and circulation is lost. 

THIRD-CLASS MAIL 


Publishers secure most of their subscriptions from direct solicitation through 
the mails. Subscription letters are sent to potential subscribers using the third- 
class bulk form of postage. 

In addition, all subscribers are solicited for renewals of their subscriptions 
through the mails using third-class mailing privileges. 

The Postmaster General, in his recent survey of postal rates, submitted to this 
Postal Committee on April 15, 1960, refers to the “‘moderate” part postage plays 
in the direct mail package, and suggests that a “moderate” 1 cent increase is not 
out of line. However, at the present time, the $20 per thousand third-class bulk 
postage charges makes up 50 percent of the cost of mailing of renewal letters, and 
36 percent of the cost of mailing of new business solicitations. This is far from 
moderate. And increasing the present $20 per thousand rate to $35 per thou- 
sand, as the Postmaster General suggests, is a 75 percent increase—again, far 
from moderate. 

It is evident that the proposed rate increases would impose a tremendous 
burden on our normal costs of operation. In fact, we estimate that the proposed 
increase in third-class rates alone would cost us $250,000 per year. 


ABILITY TO PAY 


You have been told in the past that the magazine publishing industry is pros- 
perous and can readily absorb substantial rate increases on second- and third- 
class mail. And yet, our profits are constantly decreasing. The record of this 
company and our figures from 1950 to date are as follows : 


| | Ratio of profit 
Year | Revenues | Profit or loss| to revenues 
| (percent) 
| 
$20,648,000 | $1,347,000 | 7 
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You will note that during the past 4 years, our company has shown a loss 
each year, and even in the good years did not make an inordinate rate of profit. 
We do not claim that this is due entirely to increased postage rates, but such 
increases have contributed substantially to the increased costs of our business 
which we have not been able to pass on to our readers. ; 

The Postmaster General has told you that the magazine industry is a very 
profitable one. This is not true. The published financial reports show that 
the return in this industry, with a few exceptions, is pathetically small. This 
applies to Time, Inc., the Curtis Publishing Co., MeCall’s, Inc., as well as to 
ourselves. Therefore, the Postmaster General's contention that we can easily 
absorb a substantial increase or pass it on to our readers is without foundation, 

Our annual postage bill is about $1, 584,100, made up as follows: 


4th-class mail _ 164, 800 


POSSIBLE INCREASED COSTS TO U.S. POST OFFICE 


As you know, third-class bulk mail users now perform many of the time- 
consuming and expensive functions of the post office in order to earn the right to 
use this class of mail. At our own expense, we handle several postal functions, as 
follows: 

Sorting of mail: This hand operation separates the mail into States— 
then separates into post offices within States—then separates into postal 
zones Within each post office now zoned. 

Bundling and tying: Mail is then faced in the proper direction, tied into 
bundles according to postal requirements, and sorted into bags for easiest 
postal handling. 

Delivery to Post Office: We then deliver all mail to the post office so that 
the originating post office need only load onto train, truck or other mode 
of transportation. It does not even have to cancel the stamp. 

All of these operations must be done by hand. They cannot be done yet by 
machine. They are the most expensive functions of the post office, next to 
actual delivery by the carrier. We actually perform 11 of the 13 operations 
required to deliver a first-class letter—and our mail is handled on a deferred 
basis. Ninety-four percent of the mail that we deliver to the post office is bagged 
and marked for destination—and goes out by the sack. One sack of mail takes no 
more time to get out of the post office than a single first-class letter. We earn 
a lower price differential by the services that we render. 

Most important, third-class mail is deferred mail. That is, it may be handled 
by the post office when it has the time. It receives third-class handling which 
has the advantage of keeping the postal workers busy continually. Third-class 
mail is handled when other classes of mail do not keep them busy. 

The present rate for first-class mail is $40 per thousand. Should third-class 
rates be increased to $35 per thousand, we would find it more economical to 
mail our pieces first-class. 

Think what this would mean. The hundreds of millions of pieces now 
mailed third-class, with 11 out of 13 operations handled by the mailer, would 
be dumped on the post office. They would have all of these functions to 
perform—and they would be required by law to handle it on a first class basis. 
It has been estimated that this would require an increase in postal employees of 
20 percent—approximately 100,000 people. 

If the average postal employees made only $4,000 a year, this would mean an 
increase in the postal budget of $400 million. Even if this is an overestimate, 
it is not unlikely that such a change would cost the Post Office $200 million to 
$250 million per year, thus more than canceling out the increase asked for. 

The savings to us in eliminating the auxiliary services we now perform for the 
Post Office would more than offset the difference in cost. And we know that 
first-class mail is more effective than third-class. So it would seem to be 
good business for us to use first-class rather than third-class mail if the 
differential is so slight. 

However, such increased cost would curtail even further the amount of 
mailing we do, to some extent. This could not help but be detrimental to 
papermills and suppliers, printers, mailing houses, list brokers, envelope manu- 
facturers, and truckers. 
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CONCLUSION 


It is obvious that an increase of $450,000 in second-class rates and $250,000 
in third-class rates, a total of $700,000 annually, could not be readily absorbed 
or passed on to readers as the Postmaster General claims. Increases of this 
magnitude might very well cause us to lose a considerable amount of our 
circulation with consequent repercussions on our Own employees, papermill em- 
ployees, employees in the distribution field, and so on. 


THE POST OFFICE DEPARTMENT AS A SERVICE 


Since the time of Benjamin Franklin, the Post Office has been the arm of 
government serving the people of America at the least cost. All 86 Congresses 
from the first to the present have endorsed the Franklin concept of service to 
all at a low cost. 

The Post Office recovers 85 percent of its expenditures—more than any other 
Government agency or department. Why is the Post Office alone, among 
Federal agencies, supposed to operate like a big business rather than a servant 
of the people? The American people deserve the best mail service in the 
world—not the most expensive. 

We hope that with this information at its disposal, the committee will be in 
a better position to consider the far-reaching effects of the proposed increases 
in second- and third-class mail, and will permit the present rates to remain in 
effect. 

Respectfully submitted. 

BENJAMIN BOGIN, 
Vice President. 

Mr. Boery. I would like to make a couple of points now, with your 
permission. 

One is this fact of public policy. That is the area in which there 
seems to be the greatest amount of difference. 

I think that the Postmaster General or the Post Office Department’s 
estimate is that he values that at about $49 or $50 million, which is 
about 1 percent of the total operating costs of the Post Office Depart- 
ment. Based on information that is available, I have not pulled it 
together, it is obvious that that is an insignificant part of the total 
cost of the public policy services required to be rendered by the Post 
Office under the law referred to. 

I think if the sights were changed, it would be about 10 or 15 per- 
cent, and the total Post Office deficit would take on a different 
perspective. 

The points I would like to make are, I would like to clear up some 
inisconceptions that have been created. 

First of all, as you know, speaking for ourselves as publishers and 
extensive users of second-class mail and third-class mail, as you know, 
we have, in addition to increases that we have had over the past few 
years, we have to absorb an increase of 15 percent in 1960 that will 
cost us about $140,000. That is second-class mail, And the equivalent 
increase in 1961 will cost us an additional $140,000. 

With the proposed increase of a half-cent per piece, that will add 
$170,000 to our annual cost; and the increase of third-class rates from 
2 cents apiece to 314 cents apiece would add $250,000. 

Within this 1960-61 period, we would have to absorb about $700,000 
of additional postal rates, in addition to the usual wage rate, paper 
prices, railroad transportation costs, and so forth. 

You have often been told that the magazine publishing industry is 
a very, very profitable one. That is a misconception. I do not know 
why some of the publishers stay in the magazine business and break 
down the doors to get into it. 
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But if you look on page 2 of our statement, you will find that our 
earnings record for the last 10 years I am not proud of. I am not 
blaming it all on the postal rates; but between wage costs and paper 
prices and editorial costs, and so forth, you will note that in the last 
4 years, as our volume has grown, we have sustained a greater and 
greater loss. 

Mr. Rees. What share of the operation is postage cost ? 

Mr. Boery. Our postage bill im 1959 was $1,600,000, as shown by 
this presentation. Our total sales in 1959 were $37 million. So our 
postal cost is about 5 percent. 

Our wage and salary bill for our 2,700 employees is in the neighbor- 
hood of $18 million. I think the fourth largest item in our operations 
is the postal cost of $1,600,000. 

The Cuarman. How many publications do you have? 

Mr. Bocin. We have seven major publications and a few minor 
publications. I am speaking for the Condé Nast Publications and 
the Street & Smith Publications, which is a wholly owned subsidiary. 
I think you are familiar with these publications—Vogue, House and 
Garden, Glamor, and so on and so forth [displaying magazines ]|— 
all of which contribute to the economy of the country by stimulating 
sales. 

I think, Mr. Congressman, you are a bachelor. The last time I ap- 
peared before you quite a number of years ago, you were, and you 
probably still are. But those of you who have wives know that we 
sort of induce them to spend money, which is good for them and good 
for the economy of the country, too, and makes them more attractive 
and more appealing. 

I want to hit the third-class mail question hard. 

At the present time, we pay 2 cents apiece for sending out several 
million pieces a year of our mail, in order to get subscriptions to our 
magazines. We perform 11 of the 13 functions that would normally 
be performed by the post office for first-class mail. I have detailed all 
these on page 3, showing which functions we perform and the only 
two functions that are left to be performed by the post office. 

Obviously, if the third-class rate goes to 314 cents per copy and the 
first-class rate stays at 4, the difference of only a half a cent would 
make it undesirable for us to continue using third-class mail to solicit 
subscriptions. We would use first-class mail and dump all of those 
additional millions—and that is multiplied by other publishers, too— 
of pieces a year into the post office and say, “Here it is. Sort it, weigh 
it, cancel it, do this, do that, and perform all the 13 operations re- 
quired.” As you know, we bulk everything now. 

We estimate in a general way—naturally, our estimate may be 
wild; but even making allowances for that, it might cost the Post Office 
$400 million. Even cutting that figure in half, if it might cost them 
$200 million, it is still a substantial figure. 

The CuarrmMan. We must recess now. The second notice of the 
quorum call has sounded, and we have just barely time to get over and 
answer it. 

Anything else you have, you may insert it in the record. Or if you 
desire to come back at a later date, you may do so, But we must quit 
now. 
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Mr. Boern. I should be quite happy to come back at a later date, Mr. 
Chairman. 

The Mr. Irwin. 

Mr. Irwin. | would like to commend Mr. Bogin for being here. He 
is with a very, very wonderful company in my district. And I also 
thank you for your kindness in allowing him to testify after the bell 
had rung. 

The Cuairman. Thank you, sir. We regret we cannot hear further 
from you at this time. 

Mr. Boarn. Yes, there were a number of other points I would have 
liked to make. While we are not typical of the magazine publishing 
industry 

The CHamman. You may insert a statement in the record if you 
desire to elaborate further on those points. 

Mr. Boerx. I might do that. Let me think about it, Mr. Murray. 

The Cuairman. Without. objection, there will be inserted in the rec- 
ord at this point the following statements which have been presented 
for the record: 

A statement by Representative Donald L. Jackson, our colleague 
from California, and a statement by Senator Gordon Allott of 
Colorado. 

Also statements and letters from organizations and business firms 
will be included in the record at this point. 

(The statements and letters referred to follow :) 


STATEMENT BY CONGRESSMAN DONALD L. JACKSON, OF CALIFORNIA 


Mr. Chairman, I wish to thank you and the members of this committee for 
giving me this opportunity to present my views on postal rate matters. 

My proposals to raise rates for second- and third-class mail and for controlled 
circulation publications are contained in H.R. 11603. I will not burden you with 
details, for in these mail categories my bill contains the same proposals as those 
advanced by the chairman of this committee in H.R. 11140. 

First, let me give you my views on second-class rates. I should like to do so 
by quoting very briefly some highly revealing information published during the 
past 2 months. 

On April 16, 1960, the following report appeared in the Editor & Publisher 
magazine: 

“Magazines show record-breaking circulation increase: Last 6 months of 1959 
show record-breaking 5 percent circulation increase for ABC magazines. * * * 
Subscription sales were up 6.8 percent ; single-copy sales jumped 3.7 percent.” 

More recently on May 14, 1960, the same publication reported as follows: 

“Magazines report biggest first quarter: Biggest first quarter revenue in maga- 
zine advertising history is reported by 83 farm and consumer magazines measured 
by Publishers Information Bureau, Magazine Advertising Bureau of Magazine 
Publishers Association, Inc. Revenue figure of $192,127,622 also represented 
a $25,471,806 gain over first quarter of 1959, largest dollar gain in any first 
quarter in magazine history. Percentage increase was 15.3 percent.” 

And now, Mr. Chairman, may I ask you to contrast these glowing reports 
with the following information from the “Survey of Postal Rates” submitted 
to Congress by the Postmaster General on April 15, 1960: 

“In the case of the second-class mail service for newspapers, magazines, and 
other publications, the maximum rates presently authorized still leave an 
annual revenue deficiency of about $280 million. Total second-class revenues 
cover only about 26 percent of costs, and much of the mail is being handled 
free or at nominal rates of postage. * * * After giving full effect to all of the 
recently authorized rate increases, the revenue deficiency averages nearly 4 
cents per piece of second-class mail.” 

Mr. Chairman, I could go on at length expounding my views on the inequities 
which result from second-class postage rates. But if you and the members 
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of this committee will examine these statements, I think you will find that the 
contrasts they present are the most persuasive arguments for substantial in- 
creases in second-class rates. 

I must say, in all frankness, that I believe a fair level of postage rates for 
second-class mail would be somewhat higher than the rates I am not advocating. 
I recognize, however, that there are many publishers whose finances will not 
permit them to absorb substantial increases quickly. In deference to these 
publishers, I offer the current proposals as an interim measure. 

Mr. Chairman, in the case of third-class rates what I propose is a plan to 
phase successive postage rate increases over a 3-year period so that ultimately 
the Post Office Department’s costs will be paid in full. 

I have examined this proposal from many angles, and I am convinced that 
it is sound in its structure and in its objectives. Most importantly, it shifts the 
full cost of the service where it belongs—to the postal patron. For too long 
now this cost has been shared in large part with the taxpayer. 

Third class has been censured by many as nuisance mail. I do not share 
that view. But at the same time I cannot condone further drawings on the 
Federal till for the purpose of subsidizing this mail service. 

I recognize that the matter of third-class rates has become enmeshed in 
numerous issues and arguments, including out-of-pocket costs, priority of serv- 
ice, nonpostal services, public services, and so on. But let’s recognize these 
issues for what they are. They are raised, not in the interest of objective analy- 
sis and decision, but simply to confuse and delay. Each day that a fair tariff 
for third-class mail is pushed into the future, the taxpayers of this Nation add 
another half million dollars and more to the coffers of those who use this service. 

Stripped of all contrived issues, the third-class rate problem can be reduced 
to these alternatives: 

1. Should users of third class pay in full for the service they receive ; or 
2. Should the Congress continue a rate structure which requires a tax 
supplement to meet the full costs of third-class mail? 

Mr. Chairman, I am sure that if this rate matter can be viewed in these terms, 
as it should be, there can be no indecision as to the proper course of action. 


STATEMENT BY SENATOR GORDON ALLOTT OF COLORADO 


Mr. Chairman, I deeply appreciate this opportunity to express my thoughts 
to your committee on this continuing problem of the appropriate rates for our 
postal operations. 

Surely no program to contend with a balanced budget can ignore the 
oppressive deficits being piled up by our postal service. Since 1947 we have 
required the Post Office Department to operate with annual losses ranging 
from $200 million to $900 million. For the 13 years through 1959 these losses 
total $6.8 billion. This is nearly half the increase in our national debt over 
that period. We are currently paying more than $200 million each year on 
interest charges for this postal debt alone. 

In an economy as vigorous as ours, it is not unreasonable to ask users of 
the mails to pay the costs for the services they receive. First class mail does 
pay its own way, although the premium paid for expedited handling, for 
collection service, for safety and secrecy, and for forwarding and return 
privileges is far less than it has been in the past. Other classes of mail do 
not pay their way. Here is where Congress should make a start in eliminat- 
ing the postal deficit. 

The constituents with whom I have talked are willing to pay for the cost 
of sending letters and of receiving their magazines and newspapers by mail. 
They are not willing to continue this endorsement of an unbalanced Federal 
budget by underwriting higher and higher interest charges on a larger and larger 
national debt while subsidizing commercial mail uses. 

People in general are sick and tired of being bombarded with junk mail 
and unsolicited advertising offers subsidized with their own tax dollars. We 
must pay more than one cent in taxes on each piece of third class mail. The 
total annual postal loss in this one commercial class is nearly $200 million. 

There is neither economic nor practical justification for continuing this 
subsidy to a vigorous, profitable advertising industry. Direct mail advertising 
represents sales promotion for profit. There is nothing wrong in this, but 
there is something wrong in subsidizing its continued expansion by overcharg- 
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ing on other mail classes or by drawing on the general funds of the Treasury. 
It is my hope that your committee will give priority and approval to proposed 
legislation to bring third class rates up to third class costs. 

A second commercial use of the mails whieh is incurring a deficit is that 
of some 26,000 publications mailed second class. When the 1958 rate increases 
become fully effective, this class still will be paying only about one-fourth 
its cost. The handling deficit here will total $280 million—or about 4 cents 
on each piece handled. The administration has recommended changes in second 
class rates to produce an additional $46 million. 

There is no doubt in my mind that some adjustments must be made in 
second class rates. One easy target might be the in-county rates of the typical 
hometown newspaper, and yet I hope the committee would proceed in this 
direction with great deliberation, if at all. As you know, the policy of free or 
greatly reduced rates for in-county mailings goes back traditionally to 1879. 
This policy, basically designed to aid the small weekly in disseminating civic 
and community information, has played an important part in the development 
of our Nation. 

Today these small weeklies typically are handled by the editor-publisher 
himself with little help. They struggle along on a nominal profit, if any. Before 
any in-county increase is recommended, let us be sure we are not courting 
economie disaster for these people who so often are the backbone of their 
communities. 

In summary, I urge the committee to approve bills which will provide full 
cost payments for third class mail and will bring second class mail closer 
toward full reimbursement without causing undue economic hardship. These 
are reasonable, necessary, and possible steps toward wiping out the postal 
deficit. 


STATEMENT OF WILFRED E. McHuGH, CHILTON GREETINGS Co., Boston, MAss. 


My name is Wilfred E. McHugh. I am vice president of the Chilton Greet- 
ings Co., with principal offices in Boston, Mass, 

The Chilton Greetings Co. publishes greeting cards. Approximately half of the 
production is sold by mail at wholesale prices to individuals and organizations 
who, in turn, sell them to the consumer, thereby raising funds for their individual 
or organizational uses. The other half of the production is sold on a jobbing 
basis to other companies, most of whom also sell through the mail. Thus, in the 
final analysis, at least 90 to 95 percent of this production is distributed on a mail 
order basis. 

An overage of 200 people are employed by the Chilton Greetings Co. in the 
design, manufacture, and the shipping of these cards, plus the supporting clerical 
functions. The majority of these people are employed in Boston; the rest of 
them are located in Chicago. 

Like any other established business, our most reliable, our most profitable, 
and in fact our most important business comes from our old customers. Unfor- 
tunately the theory of the better mousetrap does not apply. Customers will not 
beat a path to our door. We must beat a path to their door and since they are 
located in all 50 States, plus Puerto Rico, and since their average annual pur- 
chases are less than $50 there is no other way to beat this path other than through 
the mail. 

If we are to grow, obviously we must solicit new customers. In fact we must 
do this anyway, just to replace the normal mortality among our old customers. 

There is more than one way in which these new customers can be solicited. The 
most efficient method of solicitation is through the mail. This efficiency comes 
about from the fact that there are available lists of people known to be interested 
in making spare time money, and lists of organizations known to be interested 
in raising money for one requirement or another. Thus we are able to direct our 
message directly to these people. You might say that thereby we have a select 
audience. 

Every time I hear the term “junk mail,” I shudder. I think of the care with 
which our mailing pieces are prepared. I think of the money that is spent for 
superior paper and superior printing and then I think of the number of people 
that reply and the amount of business with which they favor us. Certainly these 
people don’t think it is junk mail. 

This mailing operation in the past year brought us 32 percent of our sales. 
Without this 32 percent we could not exist, thus we see the jobs of 200 people are 
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dependent on this mail selling and that does not include the indirect effect, such 
as the paper we consume, the envelopes, the boxes, the cartons, and the printing 
that we buy. All of this amounts to jobs—jobs that are directly or indirectly 
dependent upon mail selling. 

This mail selling is done by third-class, bulk mail. Since 1952 the cost of this 
has gone up 100 percent and with the scheduled increase of July 1 it will have 
then gone up 150 percent since 1952. 

Any further increase in these third-class rates will have a very definite effect, 
The least possible effect will be a reduction in profits and therefore a reduction 
in taxes that we pay. I would like to think this would be the only effect. It is 
more likely, however, that further increases will force us to reduce our promo- 
tional efforts and thus reduce our sales which will, of course, be reflected in 
reduced job opportunities that we have to offer. 

I should at this time warn against the narrowing of the differential between 
first-class rates and minimum third-class piece bulk rates. Perhaps we are not 
as efficient as we should be, but it costs us in excess of a half cent a piece to per- 
form the operations required for third-class bulk mailing that are not required 
for first class. These include geographic sorting, facing, tying, and bagging. 
When this extra cost is coupled with the delayed service given third-class mail, 
it is obvious that the economy in postage must be enough to pay for this work 
and recompense for the delayed handling. For us this differential lies somewhere 
between 1144 and 2 cents. Should the differential become less than this, I am 
sure that our mailings would be severely reduced and all would be confined to 
first class. 

For the good of the Post Office Department, for the good of the economic health 
of the country and for our own survival, it is mandatory that third-class postage 
rates not be increased over their present level. 


RESOLUTION PRESENTED BY THOMAS M. SCHMID, EXECUTIVE SECRETARY, THE 
ASSOCIATION OF AMERICAN UNIVERSITY PRESSES, NEW YorRK CITY 


Whereas the Congress of the United States has recognized in the Postal 
Policy Act of 1958 that the distribution of books and other educational materials 
is a public service function of the Post Office Department ; and 

Whereas the House of Representatives and the Senate have already approved 
a public service appropriation to reimburse the Post Office Department for any 
loss on the carriage of educational materials in the fiscal year beginning July 1, 
1960; and 

Whereas reading matter in books is already paying a postal rate more than 
twice as high as reading matter in magazines and newspapers ; and 

Whereas it is in the national interest to continue to encourage the distribu- 
tion of books and other educational materials through the mails: Therefore be it 

Resolved by the Association of American University Presses meeting. in 
Pittsburgh, Pa., on this 24th day of May 1960, That the Congress of the United 
States be requested not to increase the present educational materials and li- 
brary materials postal rates as proposed by the Post Office Department and in- 
corporated in H.R. 11140 and S. 3192 and other similar bills; and be it further 

Resolved, That copies of this resolution be sent to the chairman and members 
of the Committees on Post Office and Civil Service of the House of Representa- 
tives and the Senate of the United States of America and that the chairmen of 
these two committees be requested to incorporate this resolution in the record 
of the public hearings on the current bills to increase postal rates. 


S.O. S. CINEMA Suppry Corp., 
New York, N.Y., May 25, 1960. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, 
Washington, D.C.: 


Thanks, Congressman, for your courteous response to our letter of April 29 
in which you describe the impracticability of appearing before your committee for 
a hearing. We appreciate the opportunity of expressing our views which we 
hope will be made part of the record. 

Our business is now in its 34th year, and we employ approximately 30 persons 
and do a volume of slightly over $1 million annually. Between our New York 
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and Hollywood offices, I daresay 80 percent of our business is done through the 
mails, by means of a triannual catalog and hundreds of bulletins sent every 
month of the year. We render a service otherwise unobtainable to the following 


classes of trade: 


Motion picture theaters 

Motion picture producers 

TV stations 

Film laboratories 

Advertising agencies 

Film animation studios 

Industrial firms who make inplant movies 

Educational institutions, principally colleges and universities 
Nontheatrical organizations 

City, State, Federal and foreign governments 


Items such as we sell are not generally available in the average photographic 
store, as there are only a few such concerns as ours in the United States of 
America. It does not pay individual stores to stock this sort of apparatus, 
therefore the one and only way we can present our products is through the mails. 

If third-class mail is eliminated by establishing new, higher rates, we shall 
have to use first-class mail. This will hurt us badly, especially if first-class 
rates are raised another 2 cents or 8 cents. Besides the increase in parcel post 
will sadly cripple us on our smaller shipments. It formerly was worth while 
shipping by parcel post but now express rates are almost the same and these 
increases are just too much to bear. 

I stated our volume as being around $1 million dollars annually—our net 
profit has averaged less than 2 percent before taxes for the past 5 years, and 
these impending postal increases will have the effect of putting us out of busi- 
ness, I am afraid. I know, Congressman Murray, you are in sympathy with 
small business. There must be many others in our category selling other lines 
who will be affected the same way. We feel we have a right to exist and the 
increased rates will be plain poison, to put it bluntly. 

Thanks again for your courtesy and your offer to let us be heard in this way. 

J. A. TANNEY, President. 


PostaAL CHURCH SERVICE, INC., 
Youngstown, Ohio, May 25, 1960. 
Hon. Tom MURRAY, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, 
Washington, D.C. 

Dear Mr. Murray: Thank you very much for your letter of May 20. 

From the way you have described it, I believe you have selected a repre- 
sentative cross section of persons to represent mail users who will be affected 
by the proposed postal rate increase. 

Please, Mr. Murray, do give every consideration to the churches whose 
income depends almost solely upon the use of church envelopes. It is true, 
regardless of the amount of postage your committee sees fit to impose upon 
the mailers of church offering envelopes, they still will mail them, but probably 
react adversely to what we have come to consider an unhappy trend in 
postal rates, 

Sincerely yours, 
J. STANLEY PROBST, 
President. 


TRANSO ENVELOPE Co., 
Chicago, Ill., May 24, 1960. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
Washington, D.C. 
DEAR REPRESENTATIVE MurRRAY: Your letter of May 20, 1960, concerning my 
request to appear and testify is appreciated. 
It is also appreciated to know of the great number of requests you have had 
for such appearance to give testimony of the facts. 
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It would be appreciated if you would insert the following summary statement 
of how our individual business is concerned. 

Transo Envelope Co. has three plants in Jersey City, Chicago, and Glendale. 
In its total employment, more than 3,000 people as employees and their families 
are dependent for their living upon this company. 

In all the years of our existence, there has never been an employment layoff 
or strike. The employees are represented by an AFL union. 

Between 45 and 55 percent of the total products produced (which is a capacity 
of 9 million envelopes per day) are directly dependent upon direct mail. 

Our market studies show a direct relationship between the usage of our en- 
velopes and the cost of direct mail postage. 

In summary, as the direct mail postage rate has increased in the recent past, 
there has been a shrinking between 12 and 15 percent in the number of envelope 
units sold by us to particular direct mail customers. 

It is our opinion that any further increase will continue to “price out of the 
market” this valuable area of American business. 

The majority of the direct mail customers are “small business.” 

Sincerely yours, 
Rosert B. SHAPIRO. 


OFFICE APPLIANCE MAGAZINE, 
Chicago Ill., May 20, 1960. 
Hon. ELMER HOFFMAN, 
House of Representatives, 
Washington, D.C. 

Dear E_mMer: The Postmaster General is currently attempting to raise the 
rates of first, second, and third-class mail, as you are well aware. Supporting 
his proposals is a report prepared by McKinsey & Co. which we understand indi- 
cates that there will be very little effect on businesses using second and third- 
class mail if the proposed rate changes were put into effect. 

I suspect that such conclusions, if valid, stem from studies of the large cir- 
culation general magazines. Certainly they would not be derived from a study 
of the financial condition of firms like ourselves publishing several smaller trade 
magazines. Since there are approximately 3,000 business and technical pub- 
lications in the United States, there are far more firms and individuals affected 
than in the case of the comparatively few large general magazines. Our com- 
pany has exceeded a net profit figure of $50,000 only once in 56 years. It is 
doubtful that we will reach this figure during 1960. In fact we are facing the 
biggest cost squeeze ever, because we have arrived at a point where further rate 
increases to either subscriber or advertiser are virtually impossible to make 
without resultant loss in volume. As near as we can ascertain, the proposed 
increases would increase our cost $10,000 to $12,000 a year. This is in relation 
to second and third-class mail only. An increase in first-class mail would add 
a few thousand more to this figure. 

I bring these facts before you, Elmer, because our understanding of the re- 
port is that effect of such increases on the financial condition of publishers has 
been largely omitted. As you can see from the above figures, it would lop off 
from 20 to 25 percent of our net profit figure. This has a further effect, of course, 
on the amount of tax which we will pay, to say nothing of the long-term effect on 
our financial condition. 

If support is to be given to the proposals of the Department, it seems to us 
that the full effects of the move on the publishing industry, particularly small 
publishers, should be given. We are seriously concerned with the postal rate 
situation, having had to absorb six increases during the past decade. We can 
no longer pass them on to our customers and feel that the Post Office Department 
is negligent in not bringing these facts before the committee considering their 
proposals. 

Anything you can do to present these facts to the right parties would be 
appreciated. There are a number of other publishers in the Chicago area whose 
financial situation is virtually identical with ours. I know that they are just as 
concerned as we are. Thanks very much for your consideration of this problem, 
Elmer. 

Sincerely, 


CHUCK GILBERT. 
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Wor_Lp PUBLISHING CO., THE WORLD-HERALD, 
Omaha, Nebr., May 16, 1960. 
Hon. LAWRENCE Brock, 
Representative from Nebraska, Washington, D.C. 

Dear Mr. Brock: We have been following news reports of the proposal for still 
another increase in second class postal rates. I felt that you might be interested 
in a very brief summary of the World-Herald’s position in this matter. 

As you know, Congress in 1958 enacted legislation to increase second class 
postal rates over a 3-year period. The last of these three annual increases is to 
take effect January 1, 1961. 

These three increases are in addition to a previous round of three annual 
increases, Which boosted second class postal rates 30 percent between 1952 and 
1954. 

The 1959-61 series of three increases, pyramided on top of the previous three 
increases in 1952-54, pushes second class rates to these levels: 

On advertising matter, 100 percent above the pre-1952 rates. 

On reading matter, 6624 percent above the pre-1952 rates. 

In short, by next January 1, users of second class mail will have undergone a 
total of six rate increases in 9 years—increases which have raised their second 
class postage costs between 6624 and 100 percent. 

It does not seem reasonable to impose still another round of rate increases, 
which would be enacted even before the last increases have become fully effective. 
But more importantly, we believe that the whole basic concept on which the Post 
Office Department bases its cost of handling second class postage matter is unre- 
alistic and basically unreasonable to the users of second class postage. 

Yours sincerely, 
BEN H. Crowpvery, 
Vice President. 


GENEVA PENNYSAVER, 
Geneva, N.Y., May 24, 1960. 
Hon. ToM Murray, 
Chairman, Committee on Post Office and Civil Service, House Office Building, 
Washington, D.C. 

Dear Mr. Murray: I urgently request that you consider our position and make 
your recommendation that third-class mailing rates for shopping guides not be 
raised, and that this statement become part of the record, based on the following: 

1. Shopping guides are owned by small businessmen who earn their living by 
publishing local weekly advertising for the community in which they live. This 
advertising is in lieu of or a supplement to local newspaper advertising, depending 
upon the individual situation, and serves thousands of independent merchants 
and businessmen throughout the United States. This is a vital role, as you well 
know the importance of small business in our economy. 

2. There are 90 shopping guides published in New York State and over 300 
throughout the United States. In the event of a postal increase, the small 
merchants who purchase shopping guide advertising are required to pay for the 
increase, as the publisher cannot absorb the higher costs. 

3. Shopping guide publishers pay many times the postage paid by newspaper 
publishers, although our publications are lighter and much easier to deliver due 
to their small page size. 

4. Shopping guide publishers cannot hire cheap carrier boy labor to deliver 
their publications as we do not enjoy the same minimum age labor laws benefits 
that newspapers do. 

5. As you can see, a person who publishes a shopping guide must pay a premium 
for postage or labor, as a result of Government subsidization of second-class 
publications. 

6. If the Post Office continually wishes to raise third-class postal rates and 
become a self-supporting business, then I think it is time they used business 
methods and granted shopping guide publishers a category commensurate with 
their position. We are a 52 week per year customer who sort and bundle our 
publication exactly as they are carried by the Post Office employees on their 
mail routes, The only labor involved is weighing and actual delivering our 
papers—we have eliminated all costly sorting and, what is more important, our 
publications do not require transportation from one post office to another or 
through terminals in most cases. Shopping guides now pay 2 cents minimum 
postage on each piece mailed and, in most cases, the publication does not travel 
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outside the area served by the post office in which the mailing permit was issued, 
We own 4 mailing permits ourselves and only publish 14,000 copies per week. 

7. In view of the service shopping guides perform, the constant competition 
from Government’s subsidized second-class publications, and the small costs in- 
volved in delivering our type publication, I urge you to establish a lower rate for 
third-class publications which are delivered within the area served by the post 
office from which they are mailed or by zones which could be easily established, 
As it now stands, we are penalized because third-class mail from large direct 
mail firms has to be sorted by hand, and then transported for great distances for 
delivery. I ask that we be relieved from that expensive classification, which is 
what any good businessman would do for his better customer under similar 
eircumstances. 

8. If large direct mail firms wish to sort and transport their mail, plus buy 
local mailing permits, you could then offer them the same privileges. 
Respectfully yours, 

Wayne E. Love, Publisher. 


YIELD 
North Conway, N.H., May 24, 1960. 
Mr. ToM Murray, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, 
Washington, D.C. 


DEAR CHAIRMAN MurrAy: Thank you for your letter requesting a statement 
relative to the proposed increase in third-class mail rates and how it will affect 
our business. 
We manufacture a quality line of fine furniture and retail it almost exclusively 
by mail through our catalogs, one of which I enclose. We mail between 300,000 
and 500,000 catalogs a year and depend for our sales almost exclusively on these 
catalogs. 
The conversion rate or actual order rate on catalogs such as ours and others 
similar is relatively low. An increase in third-class mailing rates would so 
impair our mailings that we would probably be forced to cut down on the size 
of our operation and business. 
Further increases in parcel post rates would limit the weight of the articles we 
mail and would force us to either cheapen our product by lowering the weight 
or again cut back on the size of our business. 
We are the only manufacturing industry in this small town—population around 
2,000. We employ approximately 75 people on a 12-month basis, and have been 
in business for 14 years. 
The very foundation of our whole enterprise is mailing rates. We like the 
mail-order business and are most proud of our achievement record in this busi- 
ness. I most sincerely hope your committee will do what it can to maintain the 
present third-class mailing rates and parcel post rates that we may continue in 
business. 
Cordially, 

WILLIAM G. LEVY. 


BOARD OF EDUCATION, 
CURRICULUM MATERIALS CENTER, 
Norwalk, Conn., May 23, 1960. 
Hon. DoNaALp J. IRWIN, 
House Office Building, 
Washington, D.C. 
Dear Don: The ceremonies held at the Brien McMahon and Cranbury Schools 
were most impressive. We were delighted to see you there. This effort upon the 
part of Norwalkers demonstrates their willingness to spend money for education. 
The Federal Government has been helping the local schools in many ways. For 
example, providing low cost postal rates for expensive instructional aids, such as 
teaching films, library books, and science materials. The low postal rates have 
enabled schools to rent or to borrow instructional materials which would other- 
wise be too expensive to purchase outright. Our science programs in the areas 
of biology and chemistry depend a great deal on rented films to illustrate the 
complex phenomena required of these subjects. 
At present the Post Office and Civil Service Committee is considering an in- 
crease in the postal rates under H.R. 11140. It is essential that the committee 
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eliminate from this bill the proposed fourth-class rate increases for educational 
and library materials. 

We depend upon State film libraries such as the library at the University of 
Connecticut for a large proporttion of our instructional aids. A sharp increase 
in the postal rates will force us to spend more of our budgeted money and reduce 
the effectiveness of our instructional program. 


Sincerely yours, 
ARTHUR W. LALIME, Director. 


THE NEWS-SENTINEL, 
Fort Wayne, Ind., May 18, 1960. 
Hon. J. Epwarp RousH, 
New House Office Building, 
Washington, D.C. 

DEAR Mr. RovusH: I am happy to reply to your request for our ideas relative 
to the pending postal rate increase bill now before Congress. 

U.S. daily newspapers are being accused of being subsidized by the Post Office 
through present second-class postal rates, but no one thus far has proved the 
accusation. We do not favor a second-class postal subsidy and do not believe 
we have one now. We are willing to pay 100 percent of the cost of handling 
daily newspapers in second-class mail but not costs that belong elsewhere. 

We believe we are being accused of a subsidy because of the free-in-county 
privilege, which we are agreeable to having abolished, because the Post Office 
Department will not separate from the costs of handling daily newspapers the 
costs of handling weekly and monthly magazines and because we must bear 
most of the cost of distributing religious and charitable publications. 

We, like other daily newspapers of America, are concerned over the lack of 
progress in Washington toward sound management of the Post Office Depart- 
ment and angered by the repeated charges that we are being subsidized through 
present second-class mail rates. 

The Congress clearly marked the way to the objective in its Postal Policy 
Act of 1958 which declares that each class of mail bear its own cost and that 
the expense of “public services’ rendered by the Post Office be defrayed by 
specific appropriation. Instead of complying, the Department proposes addi- 
tional increases on some classes of mail, far above the cost of handling same, 
in order to offset alleged losses in serving other users, and again it fails to com- 
pute on a sound basis the cost of its “public service” activities, 

U.S. dailies individually and through their various newspaper organizations 
have often stated that they approved the Postal Policy Act of 1958 and that they 
want no subsidy from the Post Office and believe they receive none. In spite of 
these often-repeated declarations, newspapers are constantly charged with being 
subsidized. 

If the Post Office Department complied with the Postal Policy Act of 1958, it 
could determine accurately the cost of the services rendered each class of ¢om- 
mercial users of the mail, including second-class, and the Congress could enact 
changes in postal rates wherever necessary to charge all users of the mail their 
full costs of the services rendered. This is so because the Postal Policy Act pre- 
scribes which of the many activities of the Post Office Department are not to be 
charged to users of the mails. These are costs completely unrelated to the serv- 
ice rendered any mail user. Examples of public service and public welfare activi- 
ties of the Post Office Department are free and preferred rate mail, such as free 
mail for the blind and reduced rate mailings for nonprofit organizations; non- 
postal services rendered to other Government agencies, such as sale of docu- 
mentary stamps and U.S. savings bonds; excess rates paid to foreign air carriers ; 
loss on special services such as ¢.0.d. mail, special delivery, ete.; and the losses 
attributable to star route service for third- and fourth-class post offices. 

Post Office Department figures continue to confirm many newspaper surveys 
that daily newspaper use of second-class mail is declining steadily because inade- 
quate service combined with steadily mounting postal costs forces daily news- 
papers to seek more efficient and less expensive distribution methods. Smaller 
newspapers are hardest hit by higher second-class rates because few, if any, sub- 
stitute methods are available to them. 

The latest post office cost ascertainment report for the fiscal year 1959 showed a 
decrease in the number of pieces and in total weight of daily newspapers in 
second-class mail but arbitrary allocations by the Department itself attributed 
an increasing “deficit” to daily newspapers as part of second-class mail. 
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We would like to point out that regardless of the passage of any bill in 1960, 
another increase in second-class postal rates will go into effect January 1, 1961, 
This will be the third of a series of three annual second-class rate increases of 
10 percent on the reading content of the newspaper and 20 percent on the adver. 
tising content. In addition to these, there have been other increases since 1952, 
To be more specific, second-class postage costs on both Fort Wayne newspapers 
will have increased 74 percent in the year 1961 as compared with 1952. If the 
proposed postal rate increases now pending before Congress are enacted, the 
added increase will boost our second-class postage bill in 1961 to a staggering 
143 percent over 1952. Our overall second-class postage bill in 1961 would be 
over $85,000, as compared with $35,000 in 1952. 

Should the proposed increase be enacted, the postage cost alone for one sub- 
scriber per year in postal zones 1 and 2 would be $6.71. Add to this the cost of 
paper and ink and you will see that a mail subscription rate will have to be 
charged that will practically put an end to mail circulation as we now know it. 

On top of paying all these added postage costs, it is necessary for us to deliver 
by truck a sizable percentage of our own mail-delivered newspapers directly to 
the post office of delivery in order to get the same-day delivery of our newspapers, 
We get no rebate from the Post Office Department for handling these papers 
ourselves. 

We urge the Postmaster General to institute an accounting procedure which 
will ascertain the true cost of handling daily newspapers—and after that cost 
has been determined, to pass it along to the daily newspapers using second-class 
mail. Weare willing and want to pay our own way. 

We agree with you that U.S. postal service is an essential public service, which 
concept was given full confirmation by the 838d Congress, rather than a public 
utility as the present Postmaster General seems to view it. If the Post Office 
Department is to be considered fundamentally as a public service, then it must 
be recognized that it will not be completely self-supporting. However, we agree 
heartily with your thinking that revenues should be as near as possible to postal 
costs and expenses but that increasing rates for more revenues is not the only 
solution. You are so right when you suggest that another answer is the reduction 
of costs and expenses through more efficient management. We are convinced 
that there is plenty of waste and inefficiency in the operation of the Post Office 
Department and that we are being asked to pay a premium for it. 

Sincerely, 
HELENE R. FOELLINGER, President. 


THE KOKOMO TRIBUNE, 
Kokomo, Ind., May 20, 1960. 
Hon. J. Epowarp Roush, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN RousH: Your letter of May 13 concerning H.R. 11140 and 
directed to Dow Richardson, editor of the Kokomo Tribune, has been referred 
to the undersigned, the publisher of the Tribune, for answer. 

The Kokomo Tribune has always taken the position on second-class matter 
that we desire to pay our properly allocated cost of handling our newspaper in 
the mail. For a great many years we have been in disagreement with the Post 
Office Department cost ascertainment sheets in which they state the results of 
their cost study which show a certain loss to second-class mail. We believe 
second-class mail should be separated between newspapers and magazines. We 
do not believe that a postal increase should be aimed at eliminating all second- 
class mail deficits until certain practices of the U.S. Government are reexamined 
and altered. We do not feel that any newspaper or magazine which sells 
advertising for a profit should be permitted to enjoy a rate less than any other 
newspaper or magazine. This criticism is directed toward such operations as 
the Christian Science Monitor and the Catholic Sunday Visitor, both of which 
sell advertising. 

We feel that the newspapers costs should be reexamined insofar as the Depart- 
ment is concerned and that the newspaper industry as a whole should pay the 
costs of handling their product. 

Incidentally, many newspapers have queried their local postmaster to see if he 
could reduce his manpower or route mileage if he handled no newspapers at all. 
In every case where an <«nswer was forthcoming, it appeared that there could 
be no reduction. In the case of the Kokomo Tribune, and most newspapers, 
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much of the work which is normally done by the post office when it receives 
mail is done by the mailer. We count, weigh, sort, and package almost all of the 
issues we place in the local post office. These bags are taken to the post office 
ready to be put on the trucks or automobiles for rural routes. The driver of 
the rural route must make his trip, and the only additional cost of handling 
the precounted and sorted issues of the newspaper is the additional weight in 
his automobile and the time required to pick up this newspaper along with any 
mail which may go into the rural route box. 

We wish to restate that, when and if the cost ascertainment is adjusted to 
the satisfaction of the newspaper industry, we desire to pay the full cost of our 
mailed issues. 

Sincerely, 
R. H. BLack Publisher. 


THE CHRONICLE-TRIBUNE, 
Marion, Ind., May 20, 1960. 
Hon. J. Epwarp Rovusu, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN RovusHu: Your letter of May 13 to Mr. Mitchell has been 
passed on to me as I am closer to the problems in the cost of our operation 
than he could be. 

For your information, we have always been willing to bear our share of 
expenses necessary to convey our papers to the customer in the most economical 
manner. When our present Postmaster General first advocated the increase in 
the cost of postage, I recall that he referred particularly to the second-class 
matter, which indicated that he was rather unfamiliar with the costs of his 
Department. We, along with other newspapers, insisted that they have a proper 
survey made in order that they be able to place the cost of operation where it 
belonged. 

Many newspapers have trucked their bundles for the Post Office Department, 
and they are finding that this trucking obligation is becoming more serious 
since the railroads are eliminating their passenger trains and the star routes 
created by the Post Office Department do not fit into their delivery schedules. 

Far be it from us to tell the Department where we believe their costs are 
excessive, because we are without the factual data. On the other hand, there is 
every evidence that the Department is critical of the newspapers, claiming that 
the publishers have been subsidized in the delivery of their product. We all 
know that the rural free delivery was enacted in order that the farmers might 
have the news and first-class mail promptly so that the people of the United 
States might be fully informed of the news of the day. This service has been 
rendered all of these years and, no doubt, has been responsible for the fact that 
our people on the farm are just as well informed as those in the cities and towns. 

It seems to us that with the attention we give to our mail and the amount of 
trucking that we do, which is a reduced cost to the Post Office Department, that 
the deficit of the Department cannot be blamed on the second-class mail. We 
do not object to paying the respective costs, but the situation should be carefully 
analyzed so that the second-class mail is not carrying the burden of costs of the 
others. You are, no doubt, familar with the objections that have been registered 
with Congress by the American Newspaper Publishers Association, whose views 
express our personal feeling. In the newspaper business the rural people have 
benefited in the rates they have had to pay for the newspapers. The cost of 
handling those newspapers is going up and eventually will have to be paid by 
the customer who receives them. Because of the fact that the postal rates are 
to be increased gradually, we, of course, will have to adjust gradually also. 

We want to thank you for your interest in this matter and trust you will con- 
tinue to be interested in the efficiency side of the Post Office Department. 

Sincerely yours, 
GARDNER J. THomas, Publisher. 


The Cuatrman. The hearing will be recessed until Wednesday 
morning at 10 o’clock. 

(Whereupon, at 11:10 a.m., the hearing was recessed, to reconvene 
at 10 a.m., Wednesday, June 1, 1960.) 
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WEDNESDAY, JUNE 1, 1960 


Houstr or REPRESENTATIVES, 
CoMMITTEE ON Post OFFICE AND CIVIL SERVICE, 


Washington, D.C. 


The committee met, pursuant to recess, at 10:15 a.m., in room 215, 
House Office Building, Hon. Tom Murray (chairman of the com- 
mittee) presiding. 

The CuarrMan. The committee will be in order. 

Before the committee hears the witnesses who are scheduled to 
appear this morning, I wish to place in the record two letters which 
I received from the Postmaster General, dated May 31, 1960: 


DeaR Mr. CHAIRMAN. My attention has been directed to the fact that 
beginning Wednesday, June 1, a number of leading and distinguished members 
of the clergy will appear before your committee. 

I assume the testimony of these witnesses will relate to proposed increases in 
postal rates for religious publications, as well as proposed increases in third- 
class matter distributed by religious organizations. ‘ 

In accordance with previous conversations with you and members of your 
committee, may I take this opportunity to advise you and the members of your 
committee that the Post Office Department is withdrawing its proposed increases 
in postal rates for second- and third-class nonprofit organizations, including 
religious, educational, scientific, philanthropic, agriculture, labor, veterans’, 
and fraternal groups. 

It is my belief that a clarification of this matter will enable your committee 
to eliminate these items from consideration during hearings on proposed in- 
creases in postal rates and greatly facilitate prompt action on this much-needed 
legislation. 


The second letter from the Postmaster General, of the same’ date, 
May 31, reads as follows: 


My attention has been directed to the fact that a number of distinguished 
members of the clergy and numerous publishers of small circulation newspapers 
have objected to the proposed revision of within-county second-class rates. 

In accordance with previous conversations with you and members of your 
committee, may I take this opportunity to advise you that the Post Office 
Department is withdrawing its proposed increases in within-county postal 
rates for second-class matter. 

It is my belief that a clarification of this matter will enable your committee 
to eliminate these items from consideration during hearings on proposed 
increases in postal rates and greatly facilitate prompt action on this much- 
needed legislation. 


I am glad the Postmaster General has taken the position he has, 
and I wholly endorse his position, as I do not believe that the com- 
mittee would increase these rates as provided in the bill, anyway. 

Mr. Porrer. Mr. Chairman ? ie 

The Cuatrman. Mr. Porter. 
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Mr. Porrer. May I inquire of the chairman whether the Post- 
master General has indicated to the chairman that he was going to 
include the costs of these services, then, in the public service category 
and subtract them from his base for making rates, as required by the 
1958 Postal Act? 

The Cuarrman. No, that has not been discussed with me by the 
Postmaster General, but I presume it will be. That would be my 
conclusion. 

Mr. Porrrr. Thank you. 

Mr. Lestnsxt. Mr. Chairman ? 

The Cuarman. Mr. Lesinski. 

Mr. Lestnskt. I think it is imperative that the committee have a 
complete report as to the actual cost of handling of these various types 
of mail as proposed in your letters, so that we know what the expense 
is to the Department. 

The CuHarmman. Such a request will be made of the Postmaster 
General, to furnish this data. 

The first witness this morning is Dr. Daniel A. Poling, editor of the 
Christian Herald, New York City. 

Dr. Poling. 


STATEMENT OF DANIEL A. POLING, EDITOR, THE CHRISTIAN 
HERALD, NEW YORK CITY 


Dr. Poutine. Mr. Chairman, I would say first of all that I—and my 
associates, too, I know—appreciate the courtesy and time of this 
committee. 

Of course, we are very definitely impressed with this letter. We 
of course are affected in our testimony here by this letter, and we 
appreciate very much the recommendation of the Postmaster General. 
We also realize that it is a recommendation of this committee, and 
that Congress itself has the authority to take care of the matter 
finally. I would like to make that clear, so that there be no misunder- 
standing at this point. 

I am sure I speak for two of my associates—Dr. Billy Graham, who 
could not be here, but who was in the city last night; and Dr. Norman 
Vincent Peale, who will speak for himself presently—when I say we 
came here with a profound concern because of the allocation of 50 
percent of the commercial rate to the nonprofit publications, the 
publications of nonprofit organizations. That seemed to us to move 
in, in principle, on the nonprofit status of our organizations, and we 
were troubled. If 50 percent now were the base, it might be 75 per- 
cent or 25 percent, and I say that in principle it seemed to affect, 
indirectly, at least, the nonprofit status of our publications. That, 
of course, brought us down here with a grave concern. 

I would say that what I feel with regard to the present situa- 
tion—as of the recommendation of the Postmaster General—does not 
in any way affect the overall bill; does not affect our possible position 
as citizens of the United States of America toward the total deficit 
that confronts the country. My own feeling is that there needs to be 
a bill, and that this bill would of necessity, I believe, in the spirit of 
1958, take into account a just and reasonable allocation for public 
service. I would not be competent to even suggest what that amount 
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might be—whether $50 million or $100 million or $150 million—but 
the principle is there. 

I am very sure, Mr. Chairman, we would not wish to receive, for 
ourselves, consideration here that would be at the expense of our 
country. We have a grave concern, a primary concern, at this point. 

That is all the time I care to take, Mr. Chairman, and I thank you 
again for your courtesy. 

The Cuairman. Mr. Porter. 

Mr. Porrer. I would like to ask Dr. Poling if he saw the Postmaster 
General this morning. 

Dr. Portna. I did. 

I may say in advance that I am a member of the advisory committee 
of the Postmaster General, as some of you know, and I have seen him 
on another grave matter from time to time. I saw him with my 
associates, however, this morning, previous to coming here. 

Mr. Porrrr. I was wondering whether you convinced him with 
your eloquence, Dr. Poling, that this should be withdrawn, or whether 
he had already decided that this should not be in the bill. 

Dr. Potrne. I think he had decided long before this morning that 
this should be the action taken. At least, I did not do anything to 
dissuade him. 

Mr. Porrer. Do you believe that the extra cost, that is, the cost 
over and above what you pay now when you pay the rates that you 
do pay and can pav free in county, should be borne by the general 
taxpayer or by the users of the mails / 

Dr. Porine. Let me say I feel that in the future it would be a won- 
derful thing if those of us who are here today from these nonprofit 
publications, could--if the Postmaster General of that future time 
cared to have our advice—advise with the Postmaster General, or with 
any committee, on call, as to the adjusting of these costs from time to 
time, as charges, as expenses, as costs might rise. 

Mr. Porrer. But public service costs, as these certainly are, should 
be borne by the general taxpayer: would you not agree to that ? 

Dr. Potrna. I certainly would. I do not think, in other words, 
that the public service costs should be borne exclusively by any group 
among us. I think that the question of what those costs should be 
is the vital question there. Those costs might be conceivably placed 
out of what would be for me, at least, all reason. That is a very im- 
portant matter. 

I mentioned figures just out of the top of my head, whether $50 
million or $100 million or $150 million, which would seem to be a 
pretty large amount. 

No, I do not think that any group among us should be charged with 
the complete responsibility for public service. 

Mr. Porrrr. Thank you. 

The Cuareman. Are there any other questions ? 

If not, thank you very much. 

Dr. Potrne. Mr. Chairman, I would like to submit the address I 
planned to deliver here this morning before this was taken away 
from me by the very wonderful suggestion that came by the letters. 
May I submit that fer the archives ? 

The Cuarrman. It will be inserted in the record in connection with 
your testimony, Dr. Poling. 
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(The prepared statement of Dr. Poling follows :) 


STATEMENT OF Dr. DANIEL A. POLING, EDITOR AND CHAIRMAN, 
CHRISTIAN HERALD MAGAZINE 


My name is Daniel A. Poling, and I am chairman of the board of Christian 
Herald Association, and editor of Christian Herald magazine. 

Christian Herald is now in the 83d year of publication. Together with these 
other representatives of nonprofit religious organizations, I desire to go on 
record as opposing the portion of House bill No. 11140 which reads as follows: 

“That on and after the effective date of this section, the rate of postage on 
newspapers or periodicals maintained by and in the interests of religious, edu- 
cational, scientific, philanthropic, agricultural, labor, veterans, or fraternal 
organizations not organized for profit and none of the net income of which inures 
to the benefit of any private stockholder or individual, and religious, educational, 
or scientific publications designed specifically for use in school classrooms or in 
religious instruction classes shall be the rates required to be paid on publications 
generally except that the rates prescribed in this subsection shall be reduced 
by 50 percentum.” 

My associate from Christian Herald Association, Mr. Ford Stewart, who is 
president and publisher, will be able if the committee desires to give what the 
financial result would be to Christian Herald and Christian Herald charities 
should this portion of the bill be enacted. But now for a few minutes only, I 
shall share with you my deep concern over two basic principles involved in the 
nonprofit portion of H.R. 11140. 

First, Christian Herald Association, with all other nonprofit organizations, 
would be placed in the position of a discount house by a 50 percent reduction 
on the second-class rate charged to other users. The most obvious analogy is 
our nonprofit status with the Internal Revenue Bureau. To me it seems alto- 
gether out of order for nonprofit organizations to be charged 75, 50, or 25 percent 
of regular taxes. Surely an institution is either nonprofit under the law, or it 
is not nonprofit. 

I feel very strongly that the discount approach is for Christian Herald and for 
all other nonprofit agencies in basic error. Surely the discount principle involves 
tacit acceptance of the principle of the basic rate in which the discount is taken. 
Surely in this present bill, the whole concept of public service of second-class 
mail (a concept worked out very carefully in 1958) has been emasculated. 
Christian Herald would be in the position of accepting discount which is based 
on the rate fixed for profit organizations. It is our conviction that this inter- 
pretation of the second-class rate turns away from the fully intended consider- 
ation and recognition of vital public service. 

Second, my second major concern is the impossibility of separating from a 
nonprofit standpoint a portion of an operation such as Christian Herald Asso- 
ciation, from its total program. For just one moment will you look with me into 
this program? The end result of our endeavors on Christian Herald magazine 
serves to support three charities: (1) The Bowery Mission, New York’s oldest 
rescue mission with a history of nearly 80 years; (2) Mont Lawn, the children’s 
home at Nyack-on-the-Hudson which has operated for more than 70 years, and 
which receives underprivileged children of all races, faiths, and color from slum 
areas. Services to these children is rendered without 1 cent of charge; (3) Chris- 
tian Herald missions and orphanages overseas—in Korea, on Formosa, and in 
Hong Kong. In these 11 institutions we care for as many as 1,600 babies and 
little girls and boys. 

Last year we raised over $500,000 for these charities, and the direct contact 
between the donors and the children, the lost men and women on the Bowery, 
was through Christian Herald magazine. We now have more than 40,000 indi- 
vidual supporters of these charities. And all of these friends are reached and 
held by advertisements and articles appearing in Christian Herald, such as 
these: 


DISPLAY ADS AND ARTICLES FROM COPIES OF CHRISTIAN HERALD 


Any increase in the nonprofit postal structure really amounts to a tax against 
these charities because any surplus of the magazine goes directly to these 
charities under our overall nonprofit membership charters. 

It so happens in the last few years that rising costs on the magazine operation 
have forced us to a breakdown position rather than having a surplus to turn 
over to the charities. 
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H.R. 1140 would be a most damaging bill to our entire structure. We take 
pride in the fact that many areas of American life benefit from and need a 
magazine such as Christian Herald. We are sure that this committee does not 
wish to damage Christian Herald nor what it stands for and serves. But should 
H.R. 11140 be enacted into law, the result would be almost irreparable harm to 
us. I thank you for giving me and my associates your time and attention. 


Mr. Rees. We are honored by your presence here this morning, 
Doctor. 

Dr. Potine. I am honored by the privilege of being here, gentlemen. 

Mr. Broyum.. Mr. Chairman, as the cosponsor of this legislation 
under consideration, I should like to associate myself with the re- 
marks made by the chairman in approving the action taken by the 
Postmaster General in recommending that these items be deleted from 
the bill. 

Mr. Porter. Was this not in the gentleman’s bill, though ? 

Mr. Broyum.. Oh, yes: and as sponsor of that legislation, I am 
in wholehearted accord with it. 

The CHamman. The gentlemen introduced the same bill which I, 
as chairman, introduced, which was the bill sent down to us by the 
Postmaster General. 

The next witness is Father Albert Nevins, president of the Catholic 
Press Association. We will be glad to hear from you, Father Nevins. 

Father Nevins. Thank you. 


STATEMENT OF FATHER ALBERT NEVINS, M.M., PRESIDENT, 
CATHOLIC PRESS ASSOCIATION 


Mr. Chairman and members of the committee, I come here this 
morning to speak to you on behalf of the Catholie Press Association 
of the United States, an organization whose membership represents 
every part of our Nation, and which I have the privilege to serve 
as president. The Catholic Press of the United States consists of 131 
newspapers and 449 magazines with a combined circulation well in 
excess of 25 million. I believe it is the strongest and most vital reli- 
gious press to be found in any nation of the world. 

The Catholic press of the United States was not founded for the 
purpose of profit, but to serve the cause of religion and morality. This 
is its only reason for existence. In fulfilling this end, the Catholic 
press, as well as the entire American religious press, renders particu- 
lar service to our Nation, because a country can only be as strong 
as its people. 

Mr. Porrer. Mr. Chairman, if the gentleman would excuse me, 
since the chairman has said he does not believe this legislation will 
be passed, as it has to do with what the gentleman is concerned about ; 
since the Postmaster General has withdrawn his recommendation, I 
respectfully submit that you do not need to convince anybody. Your 
statement certainly should be filed, but in my opinion, there is ne 
necessity for going into something that everybody agrees on. 

The Cuairman. I think Father Nevins is entitled to complete his 
statement. 

_ Mr. Porrer. I just put it to the good Father, that it is not necessary. 

Father Nevins. I think something should be said for the record, 
Congressman, and I also feel that just because the Postmaster General 
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has made a recommendation does not necessarily bind this committee 
or govern what Congress is going to do. 

Mr. Porrer. T his committee, how ever, I am sure, had no such dis- 
position, even before the Postmaster General made his statement. 

Father Nevins. That may be true, sir, but at least this committee 
has been taking testimony on this bill, and this provision is still in this 
bill. 

Mr. Porter. Yes; indeed. 

The CuarrmMan. We will be glad to hear from you in full, Father 
Nevins. 

Father Nevins. I know that you gentlemen do not. underestimate | 
the threat of the influences and trends that today eat like termites into | 
the foundations of our free society. It is therefore necessary that 
we have a dynamic religious press ¢: apable of awakening the American 
people to the problems of our times, a press that not only provides 
information but more importantly formation. Any action that weak- 
ens this press and makes it less effective can only in the long run be 
detrimental to our country asa whole. 

I do not have to tell you gentlemen of the unceasing campaign 
carried on by the Catholic press in behalf of good citizenship and the 
preservation of national ideals, a campaign that is prosecuted with 
equal vigor by Protestant and Jewish publications. You are familiar 
with the support given to the Post Office Department in its struggle 
against printed smut, to the Department of Justice in its fight against | 
juvenile crime. I know that you are aware that the Catholic a 
was positively engaged in alerting our country to Communist infiltra 
tion away back in the days when communism was a preferred parlor 
game in certain segments of our intellectual society, and that. the 
Catholic press has always been active in revealing to the American 
public the insidious moral corruption of Communist techniques and 


aims. 
E But there is one aspect of the Catholic press that not too many 
; Americans know, and that is what the Catholic press represents 


around the world. The majority of our publications exist to make 
known the work of some society or organization, many of which are 


3 engaged in international operations. ‘Take the publics ition of which 
a I am editor, for example, the Maryknoll magazine. Through this 
* publication, Maryknoll reaches its friends from whom come its per- 
: sonal and financial support. I could spend a long time describing the 
; various and multitudinous social welfare, educational, and relief oper- 
7 ations conducted by Maryknoll in all parts of the world. Suffice it to 
7 say, the committee can gain this information by consulting pages 148 
a through 152 of the “Directory of American Voluntary and Non-profit 


Agencies Interested in Technical Assistance,” published by the Ameri- 
can Council of Voluntary Agencies for Foreign Service, Inc., where 
our program is outlined. This aspect of the Catholic press is very 
important to underdeveloped nations and to our own country, since 
it supplements our national policy at no cost to our Government or to 
our citizens in taxes. 

Under proposals before this committee, the increases of my own 
magazine would vary from 15 to 896 percent, not to mention the addi- 
tional costs in salary and overhead for carrying out the new require- 
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ments. ‘The extreme second-class proposal of 134 cents and 11% cents 
each surcharge would cost us an additional $178,735.70. Thus, our 
overseas operations would have to be cut by this amount. The inclu- 
sion of “house advertising” in the proposals would place a tax on our 
relief and charitable operations around the world. Does the com- 
mittee have in mind a charge on public service advertising carried by 
our publications at the request of the Advertising Council and govern- 
mental organizations! Does the committee wish to charge us for 
seeking aid for Hong Kong refugees or typhoon victims in Formosa 
or earthquake homeless in Chile? These are the type of house ads we 
carry. 

Because the Catholic press represents a cause and not an economic 
investment, our publications operate on the narrowest of margins, 
and in many cases are already publishing at a deficit made up by the 
sponsoring organization. The proposed postal increases would have 
the greatest effect on those least able to afford them, and these strug- 
cling publications would be particularly penalized by the new legisla- 
tion, especially on the per-piece charges proposed. In a survey made 
among our members, I have been told by a number of them that they 
would have to cease publication or completely revise their publishing 
approach if the new rates are adopted. I do not think any member of 
this committee would desire this end, particularly since the religious 
press is so urgently needed today. 

I would conclude, gentlemen, with a fervent petition that Congress 
continue to recognize the traditional importance of our religious 
press to our national welfare. I would ask consideration for the inter- 
national technical and social welfare programs that a substantial por- 
tion of our press represents. On behalf of the 500 members of the 
Catholic Press Association, and in conjunction with the representa- 
tives of our other faiths, I earnestly urge that the present rate strue- 
ture for the religious press be continued. 

Thank you. 

The Cuarrman. Are there any questions of Father Nevins ? 

Mr. CunniNnauam. Mr. Chairman 

The Cuarrman. Mr. Cunningham. 

Mr. CunNiINGHAM. I have no questions; but as a ranking member 
of the Subcommittee on Obscenity, I certainly want to take this means 
to express the appreciation of the committee for the work your pub- 
lication has been engaged in in support of this drive to get rid of this 
smut. They really have done an outstanding job, and I wanted to 
thank you publicly. 

Father Nevins. Thank you, Mr. Cunningham. 

Mr. Porrer. I would like to ask the gentleman if he agrees that 
public service costs—and certainly your publications come under the 
heading—should be paid for by the other users of the mail or by the 
general fund, by the taxpayers in general. 

Father Nevins. I think it should be paid by the general taxpayers. 
But I do not think it would be fair to penalize other users of the mail. 

The Cuarrman. Thank you, Father Nevins. 

Father Nevins. Thank you. 

The Cruarman. The committee will next hear from Dr. Norman 
Vincent Peale, editor and chief of Guideposts, New York, N.Y. 
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STATEMENT OF DR. NORMAN VINCENT PEALE, EDITOR IN CHIEF, 
GUIDEPOSTS, NEW YORK, N.Y. 


Dr. Peate. Mr. Chairman and members of the committee, I appre- 
ciate the opportunity of appearing before you this morning. I am 
‘ather disappointed, though, by the turn of events, in a sense, because 
I had a powerful speech to make to you; but my thunder has been 
stolen. 
The CuarrmMan. You do not regret the attitude now of the Post- 
master General, do you, Dr. Peale / 
Dr. Prater. No, only in that it prevents me from making the speech. 
But I might say, with religious terminology, “Amen,” to both of the 
reverends who have preceded me. 
We were pleased to have you read, sir, the letter from the Post- 
master General, indicating his wish that this particular feature be 
omitted; and I am also greatly pleased by the obvious unanimity with 
which the members of the committee apparently support this proposal. 
I feel that the nonprofit publications should be considered separately 
and not in any sense related to the other publications, as was intended. 
I listened to Father in his statement as to the difficulty one has in 
financing religious publications, and I can testify to my own personal 
familiarity with that situation. My own magazine, Guideposts, hap- 
pens to be issued by a publishing board consisting of Jewish, Catholic, 
and Protestant representatives. We are attempting to operate an 
interfaith publication, to demonstrate that while there are differences 
heween these faiths which should be respected and recognized, there 
are certain unities among them: namely, faith in God and in the Con- 
stitution of the United States. This magazine tries to help people 
along that line. 
We do appreciate so much your interest in helping the nonprofit 
magazines to render a contribution. Asa private citizen, I am con- 
cerned with balancing budgets. Even though I am a minister, I be- 
lieve in balancing budgets. I have spent my whole life trying to 
balance my own budgets and the church budget, and I realize that the 
Government has its problems, in which we would like to have a reason- 
able part, as indicated. But I do wish to express the hope that the 
committee will go along with the suggestion of the Postmaster General, 
and that this particular item will be eliminated by Congress from the 
legislation. 
Thank you so much for your time and attention. 
The Cuarrman. Thank you. 
Are there any questions / 
Mr. Porrer. Mr. Chairman, I would like to ask the same question 
I asked the other gentlemen, of Dr. Peale. 
Do you believe that these extra costs, public service costs, should be 
paid by the taxpayers in general or by the other users of the mails? 
Dr, Pear. My answer is the same as the two who have preceded me. 
I think that is a cost that should be levied against the taxpayer. 

Mr. Porter. Then, secondly, did the Postmaster General indicate 
what made him see the light about your publications ? 

Dr. Prare. Congressman, I got no indication as to how the light 
did dawn in his mind, but I was just pleased that it did. 
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Mr. Porrer. The reason I ask is because we tried to do this our- 
selves; and if we could find out, we might sell him some things we 
wanted to sell him. 

Dr. Peate. Maybe he read Guideposts and prayed about the matter. 

The Cuarrman. Are there any other questions / 

Mr. Rees? 

Mr. Rees. I just want to say again we appreciate your presence here 
this morning, and we are glad to have your testimony. 

Dr. Peate. Thank you, Mr. Rees. It is a pleasure to see you again, 


too. 
The Cuairman. The next witness is Mr, Russell T. Hitt, editor of 


Eternity, representing the National Association of Evangelicals, New 
York City. 


STATEMENT OF RUSSELL T. HITT, EDITOR, ETERNITY, NEW YORK 
CITY 


Mr. Hirr. Mr. Chairman, in view of the repetitious elements of my 
statement, and in the interest of time, I would be very glad to just 
file my statement and save the committee’s time. 

The Craiman. Can you just state briefly what your statement is? 

Mr. Hrrr. The main thing we are concerned about is the 50 percens 
principle. We feel that it 1s really penalizing the nonprofit publica 
tions. 

The Cuatrman. Very well, sir. Your entire statement will be in- 
cluded in the record at this point. 

(The prepared statement of Mr. Hitt follows :) 


STATEMENT 


On behalf of the Evangelical Press Association, made up of theologically con- 
servative Protestant publications with a combined circulation in excess of 
4 million, in connection with the proposed bill (H.R. 11140) to increase postage 
rates of nonprofit publications. Presented by Russell T. Hitt, editor of 
Eternity magazine of Philadelphia, and authorized representative of the E.P.A. 


The Evangelical Press Association, which serves the interests of 146 Prot- 
estant publications of more than 40 denominations and interdenominational 
organizations, respectfully calls to the attention of the House Post Office and 
Civil Service Committee, the severe penalties which will be imposed on a large 
number of reputable religious publications if H.R. 11140 is enacted. 

Beeause of their incalculable influence on the moral and religious life of 
our country, the existence of the struggling nonprofit magazines in the Prot- 
estant field should be continued. However, if the proposed increase in postal 
rates becomes a reality, the legislation will undoubtedly kill or cripple a large 
number of these small, but significant publications. 

Already the vast majority of these magazines operate at a deficit and in no 
case to the benefit of anything but a religious or charitable cause. It is for this 
reason that they operate under the recognized principle of organizations not for 
profit. 

A penalizing increase in the postal rates departs from the principle that these 
nonprofit organizations are worthy of special consideration. 

As the bill is now written the postage increases are only a part of the penalty 
being imposed on these nonprofit publications. The necessary additional super- 
visory and clerical work entailed will further burden these already hard-pressed 
magazines. 

It is very unlikely that the Post Office will obtain greater income from the pro- 
posed legislation because of the number of publications that. will be forced to 
discontinue publication. 

The Evangelical Press Association, therefore, petitions that the committee 
strike from the proposed bill those provisions which threaten the very life of 
many nonprofit religious publications. 
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The CuarrMan, Are there any questions of Mr. Hitt? 

If not, the committee will next hear from Mr. John Ribble, repre- 
senting the Presbyterian Board of Publications and denominational 
houses. 


Mr. Ribble, we will be glad to hear from you. 


STATEMENT OF JOHN RIBBLE, ON BEHALF OF THE BOARD OF 
CHRISTIAN EDUCATION, UNITED PRESBYTERIAN CHURCH IN 
THE USA, AND THE PROTESTANT CHURCH-OWNED PUB- 
LISHERS’ ASSOCIATION 


Mr. Riesie. Mr. Chairman and members of the committee, like 
Dr. Peale, I came prepared to give you a talk, but the letter from the 
Postmaster General, with which I hope you concur, suggesting the 
deletion of the nonprofit publications from the 50 percent clause of 
this bill, H.R. 11140, I think it would be an unfortunate use of your 
time, perhaps, if I were to make this statement. 

TI might say that the group that I represent is a very substantial one. 
If you will refer to the back of the statement that is before you, which 
looks like this (displaying paper), you will find a list of 34 of the 
Protestant denominational, church-owned publishing houses. These 
are the official publishing houses of the 34 largest Protestant denom- 
inations in this country. 

You will find also before you, which I brought with me for the 
committee, statements which were prepared by “the Methodist Pub- 
lishing House, the Sunday School Board of ‘the Southern Baptist 
Convention, and Presbyterian Life magazine, which is published in 
our case by a different board of the church. I will not take the time 
to read even my own statement. 

The Crarrman. Do you wish to have your statement inserted in 
the record / 

Mr. Riser. I do, Mr. Chairman. I wish, if you will, you would 
insert all four of these statements in the record. 

I might say that if the committee is looking for any arguments to 
support the Postmaster General's position for removing the 50 per- 
cent application to nonprofit publications, you will find very substan- 
tial arguments in all four of these papers. 

Are there any questions that you would like to ask me? 

The Cratrman. From whom are the four statements? 

Mr. Rissir. One is my own, representing the Board of Christian 


Education of the United Presbyterian Church in the United States: 


of America, and the Protestant Churech-Owned Publishers’ Associa- 
tion Group, which are the 34 church-owned publishers to which I 
referred earlier. 


The second is the statement of the Methodist Publishing House, 


Mr. Lovick Pierce, president. You have that statement before you, 
I believe. 

The third is the statement of the Sunday School Board of the 
Southern Baptist Convention in Nashville. 

The fourth statement is that of the Presbyterian Life magazine. 

The Cuamman. These four statements’ will be inserted in the 
record at this point in your testimony. 

Mr. Rissie. We will appreciate that very much. 

The CuarrMan. The committee is glad to do that. 
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(The prepared statements referred to follow :) 


SrATEMENT OF JOHN oN or THE Boarp oF CHRISTIAN EpUcATION, 
UNITED PRESBYTERIAN CHURCH IN THE U.S.A., AND THE PROTESTANT CHURCH- 
OWNED PUBLISHERS’ ASSOCIATION 


I am speaking as the associate general manager of the Westminster Press, 
the publishing arm of the United Presbyterian Church in the U.S.A. and as 
chairman of the Government Relations Committee of the Protestant Church- 
Owned Publishers’ Association representing the 34 publishing houses of every 
major Protestant church. 

We should like to call attention of the committee to certain matters with 
respect to the bill before you, Postal Rate Increase Act of 1960. This state- 
ment will deal entirely with provisions in section 5 related to the second-class. 

Existing postal law provides that publications of religious nonprofit institu- 
tions, of which we are one, be classified separately from those published by 
commercial organizations. The bill before you would classify our publica- 
tions entered as second-class matter in exactly the same way in every detail 
as those published by commercial organizations, but would charge us one-half 
the rate. 

There are a number of implications which this new classification would 
have for us to which we draw your attention. 

First, there is the matter of advertising content. Under present law “self” 
or “house” advertising of an incidental character does not need to be accounted 
for by payment at zone rates. Under the new bill this would no longer be the 
case. 

I have with me copies of Crossroads, a quarterly magazine containing adult 
study courses for use in our United Presbyterian Churches. You will note 
that the inside and outside back covers contain advertising of two books— 
books which we have published and which are sold through our own bookstores. 
We have 16 teachers and students publications similar to Crossroads. 

Should H.R. 11140 be enacted as it stands, we would immediately face the 
question of the deletion of this advertising content, nominal though it is, or 
accounting for the advertising portion of Crossroads on a Zone basis. In 
our case, because of the high cost of calculating the zone postage, we would 
simply have to omit any advertising content. 

It seems too bad that, while book reviews would be acceptable as content, 
a more effective presentation of the same books in the form of display adver- 
tising would be not acceptable. We would probably run the covers blank. 
This would certainly produce no new revenue for the Post Office as our postage 
rate per pound would in fact be reduced from 1% cents to 1% cents. 

Secondly, section 5c provides for a surcharge of one-fourth cent for “individ- 
ually addressed copies or packages of unaddressed copies in addition to the 
pound rates set forth for the advertising portions.” The vast bulk of Sunday 
school teaching helps published by us and the other Protestant church-owned 
publishing houses are not now mailed individually but are mailed in bulk to 
Sunday schools for their local distribution. 

For example, again citing the case of Crossroads, for the January-February- 
March 1960 quarter’s issue for which full statistical information is available, 
we shipped 140,500 copies in only 5,761 packages or an average of 24.4 copies 
per package. 

It is quite obvious that when a number of copies of a magazine are shipped 
in one package to one address it does not cost the Post Office Department the 
same amount of money for transport and delivery as it does, for example, had 
we shipped 140,500 copies to the same number of individuals. 

Every multiple copy package mailed to a specific address would be subject 
to the surcharge of one-fourth cent per package. This creates the physical 
job of counting packages. 

We of the United Presbyterian Board are by no means the largest of the 
denominational publishers—in fact we are third in size. But, in 1959 we 
alone shipped from Crawfordsville, Ind., and Chicago, UL, 37 million copies 
of 16 magazines. Weight: 4.6 million pounds, in 484,261 packages. The aver- 
age number of copies of magazines per package: 76.5. The average weight per 
package: 9.6 pounds. 

Now, when shipping orders are written one is not always able to predict 
precisely how many packages will be involved. Therefore, the only feasible 
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method of determining the amount of the surcharge due the Post Office on g 
per package basis would be actually to count them. We estimate that it would 
take the full time of at least two persons to do this. Whether we or the Post 
Office Department supplies personnel to do the counting it would cost either 
of us $12,000 to $14,000 a year. At the same time, the Department would 
pick up $12,106 additional income on the basis of our mailing of magazines 
last year. 

If the Post Office Department supplied personnel for counting it might come 
out even but certainly would net no new revenue. If we were asked to supply 
personnel for counting packages, the surcharge of one-fourth cent per pack- 
age would turn out to be a real cost equivalent to one-half cent per package, 
double the bill’s provision for increase. We doubt that you intend this. 

Third, a further complicating factor is implied by the language of the bill. 
As I read it, and as postmaster in one of our cities which handles a great 
volume of religious publications of our kind has interpreted the language of 
the bill, it would seem to imply that it is not permissible to mail more than 
one publication (title) in single or multiple copies in a single package. 

For many years we have been sending as many as 16 different magazines, 
multiple copies of each, in a single package. All of these magazines are used 
by a single Sunday school in its teaching program. It would be foolish indeed 
for the Post Office Department to require us to make 16 packages if 1 would 
do, requiring the Post Office Department to handle 16 packages in place of 1. 
Where our average package is now 9.6 pounds the average would drop radi- 
cally. Certainly this would not be to the advantage of the mail service costwise. 

Fourth, we note in section 5f a new provision giving the Postmaster Gen- 
eral the basis in law for publishing a regulation requiring second-class matter 
to carry a zone number. Certainly all of us are attempting to cooperate as 
best we can with the Post Office Department in securing zone numbers in cities 
which are zoned. We have a selfish interest in this because there is enough 
delay in the delivery of second-class matter anyway. All of us are interested 
in trying to get our mail delivered as quickly and in as good condition as possible. 

However if the zone numbers are made mandatory by the Post Office Depart- 
ment and acceptance in the mail is refused unless the zone number is included 
in the address, then some of our Sunday schools are simply going to be deprived 
of the use of Sunday school lessons until the Sunday school secretary will 
give us his proper zone number. 

Frankly we cannot believe that there is enough increase in revenue in prospect 
for the Post Office Department to make reasonable the proposition of throwing 
religious publications of the second-class published by nonprifit institutions into 
the same rate structure as commercial magazines. Certainly the single exam- 
ple of Crossroads is a clear example of a magazine quite different from commer- 
cial magazines—it is mailed with other second-class publications. An average of 
over 24 copies are mailed to each address. It is different in its purpose and use. 
Among the publications of the Protestant Church-Owned Publishers’ Association 
publishers there are literally hundreds of like examples. 

I have with me copies of statements prepared by representatives of the 
Methodist Publishing House and the Sunday School Board of the Southern Bap- 
tist Convention, and Prebyterian Life. Presbyterian Life, published by another 
board of the United Presbyterian Church has the largest circulation of any 
Protestant church magazine in this country. All of these statements deal with 
H.R. 11140, section 5 as it relates to their situations. In order to conserve time, 
their statements are given to you in duplicated form for reference at your con- 
venience. I do hope, however that you will take the time to read these short 
papers. 

We urge you to leave our publications in their present separate status which is 
uncomplicated for us and are uncomplicated for the Post Office Department to 
administer. 

We earnestly hope you will not change the rate structure as we are nonprofit 
institutions but are willing to go along with what you think wise and fair in 
this respect. 

Thank you Mr. Chairman and members of the committee. If you have any 
questions, I shall try to answer. 
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MEMBERS OF THE PROTESTANT CHURCH-OWNED PUBLISHERS’ ASSOCIATION, 1960-61 


Advocate Press (Pentecostal Holiness Church), Franklin Springs, Ga. 

The American Baptist Publication Society (the Judson Press), 1701 Chestnut 
Street, Philadelphia, Pa. 

Augsburg Publishing House (the Evangelical Lutheran Church), 426 South 
Fifth Street, Minneapolis, Minn. 

Augustana Book Concern (Augustana Evangelical Lutheran Church), Rock 
Island, Ill. 

Board of Christian Education of the Presbyterian Church in the U.S. (John 
Knox Press), 8 North Sixth Street, Richmond, Va. 

Board of Education, Reformed Church in America (the Half Moon Press), 475 
Riverside Drive, New York, N.Y. 

Board of Publication, Inc., of the Churches of God in N.A. (Central Publishing 
House), 13th and Walnut Streets, Harrisburg, Pa. 

The Brethren Press (General Brotherhood Board—Church of the Brethren), 
1451 Dundee Ave., Elgin, Ill. 

Christian Board of Publication, Christian Church (Disciples of Christ), Beau- 
mont and Pine Boulevard, St. Louis, Mo. 

Church Center Press, Inc. (Evangelical Congregational Church), Myerstown, Pa. 

Concordia Publishing House (Lutheran Church—Missouri Synod), 3558 South 
Jefferson Avenue, St. Louis, Mo. 

Covenant Press (the Evangelical Covenant Church of America), 5101 North 
Francisco Avenue, Chicago, Ill. 

Cumberland Presbyterian Board of Publication and Christian Education, Post 
Office Box 5535, Memphis, Tenn. 

Evangelical United Brethren Church, the Otterbein Press, 240 West Fifth 
Street, Dayton, Ohio. 

The Evangelical Press, Third and Reily Streets, Harrisburg, Pa. 

The Free Methodist Publishing House (Light and Life Press), Winona Lake, 
Ind. 

The General Baptist Press (General Baptists), Poplar Bluff, Mo. 

Gospel Publishing House (Assemblies of God), 434 West Pacific Street, Spring- 
field, Mo. 

Gospel Trumpet Co.—the Warner Press (Publication Board of the Church of 
God), Anderson, Ind. 

Herald House (Reorganized Church of Jesus Christ of Latter Day Saints), 103 
South Osage Street, Independence, Mo. 

Lutheran Publishing House (United Evangelical Lutheran), 188 North 17th 
Street, Blair, Nebr. 

Mennonite Church, General Conference, Board of Education and Publication, 722 
Main Street, Newton, Kans. 

Mennonite Publishing House, Scottdale, Pa. 

The Methodist Publishing House, Abingdon Press (The Methodist Church), 
201 Eighth Avenue, South, Nashville, Tenn. 

Muhlenberg Press. Board of Publication of the United Lutheran Church in 
America, 2900 Queen Lane, Philadelphia, Pa. 

Nazarene Publishing House, 2923 Troost Avenue, Kansas City, Mo. 

The Pilgrim Press (Congregational Christian), 14 Beacon Street, Boston, Mass. 

The Seabury Press, Inc. (Protestant Episcopal), Greenwich, Conn. 

The Sunday School Board of the Southern Baptist Convention (Broadman 
Press), 127 Ninth Avenue, North, Nashville, Tenn. 

United Church of Christ (Board of Christian Education and Publication of the 
Evangelical and Reformed Church) (Christian Education Press), 1505 Race 
Street, Philadelphia, Pa. 

The United Church Publishing House, Ryerson Press (the United Church of 
Canada), 299 Queen Street, West, Toronto, Ontario, Canada. 

The Wartburg Press (American Lutheran), 57 East Main Street, Columbus, 
Ohio. 

Wesleyan Methodist Publishing Association, Post Office Box 2000, Marion, Ind. 

Westminister Press—Board of Christian Education, The United Presbyterian 
Church in the U.S.A., Witherspoon Building, Philadelphia, Pa. 

JAMES H. Cooper, Precutive Secretary. 
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STATEMENT OF LOVICK PIERCE ON BEHALF OF THE BOARD OF PUBLICATION OF THE 
METHODIST CHURCH 


I am speaking as president of the Methodist Publishing House, the nonprofit 
publishing agency of the Methodist Church. 

Almost a century ago Congress wisely recognized the great values of mass 
communication as a means of influencing the cultural and economic life of the 
Nation and provided through special rates of postage for the widest possible 
distribution of newspapers, Magazines, and religious teaching materials. 

A result is that elsewhere on earth there is no nation so literate, so well in- 
formed politically, so aware of the opportunities for personal and civic achieve 
ment, or so bound in religious fervor. 

Through the years secular newspapers and magazines have become powerful 
commercial media and have attracted huge advertising revenues which have 
subsidized the cost of production in a way that could not have been accomplished 
through subscriptions alone. 

In the meantime, church and Sunday school publications have increased in cir- 
culation and use and have become as vital in their respective fields as those in 
the secular field. 

However, by their very nature, Sunday school publications are prohibited from 
accepting commercial advertising and must depend entirely upon the subscrip- 
tion price for revenue. In order to subsist without advertising revenues it has 
been necessary for religious publishers to effect all possible economies in methods 
of packaging and distribution. 

Outstanding in this connection is the subscription fulfillment plan which per- 
mits inclusion of multiple copies of different periodicals in one package with a 
single address, usually a church, where distribution takes place. 

One of the benefits of this method can be illustrated by citing the enormity of 
difference should each publication be addressed for delivery to an individual 
rather than mailing in bulk. 

For instance, the circulation of Methodist Sunday school publications entered 
as second-class is in excess of 5 million copies per issue, or around 80 million 
pieces annually. Under the present method of mailing only 742,000 deliveries 
are required for an entire year. 

It would be difficult to calculate the number of man-hours and money thus 
saved to the Post Office Department and to ourselves in office handling and 
delivery. 

It can be said, however, that this is one of the most important elements in 
making it possible to provide Sunday schools with literature at reasonable cost. 
The peculiar problems of denominational publishers are not recognized in 
H.R. 11140, and its inclusion of their publications in a commercial category would 
have the following effect on our program : 

(1) Cause each publication (title) to be wrapped and mailed in separate 
packages, or eliminate completely the few “house” advertisements that are 
used for promotion of the total program. 

(2) Add cost of additional clerical and factory help to the extent that 
prices of periodicals might be affected. 

Although the constituency of the Methodist Church embraces every economic 
strata from the poorest to the wealthiest, the greater number of churches are 
included in the middle and lower brackets. 

Any radical change in the pricing structure of Methodist Church school pub- 
lications which might result under the provisions of H.R. 11140 could cause many 
of these schools to be deprived of adequate materials for Christian teaching. 

The bill before you would also strike a blow at our official Methodist Church 
publication Together. This magazine is a lifeline of our denomination and also 
contributes greatly to the fine relationships of Methodists to other churches 
throughout the world. 

Together magazine has 1 million subscribers, with a readership of 3 million 
persons. It reaches into one out of every three Methodist homes in America. 
The subscription price of Together is nominal in order to be readily available 
to the poorer church members. The advertising portion is a scant 9 percent of 
the total and much of this is either “house” or program supporting promotion. 
The revenue derived from subscriptions and advertising is not sufficient to 
provide against a loss operation. The provisions in H.R. 11140 would increase 
the cost of mailing by 42.64 percent, adding still more to the deficit. 

It is not our purpose to ask you to underwrite expenses which should be 
assumed by ourselves. Rather, we are urging that a full look be taken at the 
facts and assess this appeal on the basis of merit. 
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Recapitulation would show these facts : 

(1) The present method of bulk mailing is far less expensive to the Post 
Office Department and to us than any other method. 

(2) Conformity with all the requirements of H.R. 11140 would levy a 
heavy financial burden on our publishing program and would threaten the 
entire pricing structure, with probable curtailment of the outreach of the 
church in helping build a Christian community within the Nation. 

(3) Any additional revenue accruing to the Post Office Department 
would be negated in large measure by the enlarged cost of handling and 
distribution. 

In conclusion we would request consideration for severance of nonprofit 
institutions from the proposals in H.R. 11140 and maintenance of the separate 
status as defined in section 132.1 of the Postal Manual. 


STATEMENT OF NOBLE VAN NESS AND WILLIAM D. KENDALL ON BEHALF OF THE 
SuNDAY ScHooL BOARD OF THE SOUTHERN BAPTIST CONVENTION AND AS 
MEMBERS OF THE PROTESTANT CHURCH-OWNED PUBLISHERS ASSOCIATION 


We are speaking for the Sunday School Board, the nonprofit religious 
publishing agency of the Southern Baptist Convention. 

Your committee’s attention is respectfully invited to section 5 of the bill 
entitled “Postal Rate Increase Act of 1960” which is before you. Section 5 
deals with second-class mail. Publications of a nonprofit religious nature, 
under present postal law, are classified separately from those of commercial 
organizations. H.R. 11140 would classify both the same in exact detail, except 
the former would be charged at 50 percent of the rate of the later. 

First, let us point out that a very limited and incidental amount of adver- 
tising appears in our publications. It is all self-advertising of materials 
which are sold by our own bookstores and which tend to strengthen the moral 
and religious fibre of our people. Even these bookstores are nonprofit and 
religious in nature, being a part of the ministry of the Sunday School Board 
itself. No charges are made for this space and uo part of the cost of the 
publications is borne by the sale of this advertising. Our 30,000 churches buy 
our publications entered as second class for educational and religious purposes, 
They are not sold for resale. 

H.R. 11140 would require us to tabulate and zone and pay a higher price for 
this advertising portion of our publications—nominal, religious, and non-self- 
supporting though it be. Since we have no subsidies and since our churches 
must pay all production costs, postage, and tabulation costs in the final analysis, 
we might be forced, due to prohibitive costs, to drop all of this self-advertising. 
This would not help the postal service. It would, rather, reduce considerably 
our distribution of certain correlated religious materials to our people. You 
would agree, we believe, that if this advertising were commerical paid adver- 
tising for profit to individuals it would throw it in a distinctly different 
category from that in which it should be placed. 

Secondly, section 5C leaves a doubt as to its full interpretation. At present 
publishers of second-class religious publications are shipping those materials 
to our churches in packages which normally contain multiple copies of several 
titles. This unique method of packaging has reduced the handling of many 
tens of thousands of additional packages by the postal service and has simpli- 
fied the handling of the periodicals in the churches. Under one interpretation 
of this section a church would receive from us a total of 56 packages instead 
of lor2 

Last year we shipped 1,084,000 packages weighing 12,747,000 pounds. If 
the packages were increased to 5 million by a requirement that only one title 
be included in one package, the average weight would decrease from 12 to 1.6 
pounds. Our board’s cost would be $13,000 per annum just for the one-quarter 
cent surcharge for each package, but it would cost even more than this to find 
out how many packages were involved. We do not believe your committee 
intends for this to be the case. 

Your careful attention to this detail could reduce some of the possible 
restrictions on the distribution of biblical and character-developing materials 
which strengthen the morality of a people and which help combat the volume 
of pornographic mail now flooding our land. The simplest way for your com- 
mittee to do this would be to leave religious nonprofit publications in their 
present separate-from-commerical-magazine category. 

Third, in section 5 the Postmaster General has the basis for requiring 
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publishers to separate mail by zones. At the present time we are separating 
by cities, States, and gateway delivery points as directed. In nearly all cases 
we are putting zone numbers on the labels. If we were refused mailing privi- 
leges of unzoned packages, it would delay deliveries for some churches. 

We believe the postal service revenues is an important matter, and wish to pay 
for this service as you find it necessary under public policy; however, we feel 
that when legislation such as H.R. 11140 as it now stands would increase our 
handling costs drastically but not appreciably increase revenue to the postal 
service, it will not accomplish the purpose. 

We are, as we know you are, also concerned with the moral and religious 
strengthening of America. 

We urge you to leave our 56 publications in their separate status and continue 
to permit incidental nonprofit self-advertising and the mailing of multiple titles 
and copies in the same package. 

If there is any additional information which we have that might be helpful in 
your studies, we shall be happy to supply it. 


STATEMENT OF Dr. Rospert H. HEINZE, GENERAL MANAGER, PRESBYTERIAN LIFE 


This statement comes from the religious publication with the largest subscrip- 
tion list among such publications in the world. Nevertheless, an attempt will be 
made to show the adverse effects which H.R. 11140, if adopted in its present lan- 
guage, would have on other religious publications of less circulation. 


OBSERVATION NO. 1 


An appendix is attached to this statement. It shows a calculation of Presby- 
terian Life postal charges as they would have emerged in 1959, if the terms of 
H.R. 11140 had been applicable in that year. There will be, inevitably, some 
opinions expressed in the remainder of this statement, but the calculation of the 
dollar effect of the proposed bill is fact, not opinion. 

Actual postage charges in 1959 were $93,784. Postage charges for 1959 under 
the terms of the proposed legislation would be $151,117. This represents an 
immediate increase of 61.113 percent in the postage item for this magazine. 

The Postmaster General’s commentary on the proposed bill (see Letter of 
Transmittal, Apr. 15, 1960, p. 68, first paragraph) says that “* * * the effect 
would be to increase revenues on second-class mail by about $45 million, or 
roughly 40 percent.” 

It is regrettable that a proposal to increase postage revenue from all publishers 
by 40 percent should serve to increase postage charges for a religious publication 
by more than 60 percent. It would appear that a disproportionate portion of the 
$45 million is to be obtained from the churches of America. 

This is one of the unhappy results of linking the postage charges to religious 
publications, in a percentage relationship, to the charges made to commercial 
publishers. It is proper that Congress legislate in both fields, but equity will be 
served if Congress shall legislate separately in each field. 


OBSERVATION NO. 2 


The United Presbyterian Church in the United States of America intends fully 
to continue publishing Presbyterian Life, no matter what action of the Federal 
Government might serve to make our path difficult. It is not easy to find an 
additional $57,000 in a budget which never is big enough to provide adequately 
for the support of colleges, for the training of ministers, for the ministry of the 
church in the center of the cities of America, for the sending of missionaries to 
preach peace in the far corners of the earth, or for the building of new churches 
in the new population centers of the Nation. Nevertheless, a magazine which 
binds the people of a church together as one people is an essential, and no act 
of Congress will ultimately serve to sever the ties which the magazine provides, 

On the other hand, one must be concerned, in a free America, about those 
churches which do not yet have a strong publication, or which have no publica- 
tion atall. H.R. 11140 will mean that such ecclesiastical bodies will be thwarted 
at the outset. Their hope of using the printed page as a part of their regular 
ministry will be throttled. Some of them would publish material with which 
we would not agree. Our concern however, is that they be free to publish their 
dissents, that they have the opportunity to set forth religious truth as they see it. 
If they are not accorded such freedom, then each of us is a little less free. 
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OBSERVATION NO. 3 


H.R. 11140 speaks of publishing operations such as Presbyterian Life (p. 4 of 
the bill, line 18) as °** * * not organized for profit and none of the net income of 
which inures to the benefit of any private stockholder or individual * * *” 

This is a good negative definition of the nonprofit character of the publications 
into whose class Presbyterian Life falls. It is, however, a definition which does 
not cover all the facts, and one of those facts deserves mention here: 

Presbyterian Life experienced a deficit of $256,252.08 in the year 1959. There 
was no profit whatsoever to “* * * inure to the benefit of any private stock- 
holder or individual” or to inure, for that matter, to the benefit of the church. 
We had nothing to share but a deficit. 

The deficit was met, as it has always been met, from the general missions funds 
of the church. It was money that could well have been used elsewhere in the 
worldwide mission of Presbyterianism. The proposed increase in postage costs 
is ndditional money that could well be used elsewhere in that same mission. 


CONCLUSION 


The publishers of Presbyterian Life affirm their faith that the Congress of the 
United States of America will continue to legislate wisely and well; and that 
the Congress will not undertake to solve the admittedly difficult fiscal problems 
of the Federal Government by forging new bonds upon the religious magazines 
of America, whose task is to “* * * publish glad tidings; tidings of peace.” 
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APPENDIX 


To: The Committee on Post Office and Civil Service. 
From: Dr. Robert H. Heinze. 
Subject: Presbyterian Life postage rates, proposed legislation. 

The aggregate weight of the 24 issues of Presbyterian Life published in 1959 
was 4.5 pounds. The circulation reported to the Audit Bureau of Circulations 
for the last half of 1959 was 1,133,042. The postage bill paid by Presbyterian 
Life in 1959 was $93,784. Editorial pages were 82.6 percent of total pages, 
Advertising pages were 17.4 percent of total pages. 


| 4, 211, 517 
Times editorial weight at rate per pound________________ $0. 025 
Circulation by zones: 
Nos. 1 and 2 153,633 times 4.5 pounds times 17.4 percent 
No. 3 152,201 times 4.5 pounds times 17.4 percent times 
No. 4 482,683 times 4.5 pounds times 17.4 percent times 
No. 5 127,124 times 4.5 pounds times 17.4 percent times 
7, 963 
No. 6 48,020 times 4.5 pounds times 17.4 percent times 
No. 7 23,076 times 4.5 pounds times 17.4 percent times 
2, 168 
No. 8 146,305 times 4.5 pounds times 17.4 percent times 
Advertising weight in posta@e 60, 981 
Divide by 2, nonprofit provision : 
Total postage, new rates, Presbyterian Life, 1959_.__._______ 151, 117 
Less actual postage, old rates, Presbyterian Life, 1959_________ 93, 784 


The Cuamman. Are there any questions of Mr. Ribble ? 

If not, the committee will be glad to hear next from Mr. Charles 
Jackson, business manager of Boys’ Life, representing the Boy 
Scouts of America. 

Mr. Lucas. I am Mr, Lex R. Lucas, speaking for the two men who 
have just come in, Mr. Chairman, who represent the Boy Scouts of 
America, Mr. Jackson and Mr. Whidden. 

The Cnamman. We will hear from all three of you together if you 
will take a seat at the table. 
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STATEMENT OF CHARLES JACKSON, BUSINESS MANAGER, BOYS’ 
LIFE, PUBLISHED BY THE BOY SCOUTS OF AMERICA; ACCOM- 
PANIED BY WALTER WHIDDEN, DIRECTOR, DIVISION OF EDU- 
CATION; AND LEX R. LUCAS, EDITORIAL DIRECTOR, BOY SCOUTS 
OF AMERICA 


The Cuatrman. If you gentlemen will, identify yourselves for the 
record here and give your names to the reporter. 

Mr. Wuippen. Gentlemen, my name is Whidden. I am with the 
Boy Scouts of America, director of the division of education, under 
which our periodicals and publications are produced- 

Mr. Jackson. I am Mr. Charles Jackson, the business manager of 
Boys’ Life and Scouting Magazine. 

Mr. Lucas. I will say this, before Mr. Whidden or Mr. Jackson 
speaks. They did not hear the Postmaster General’s letter, in which 
he recommends that the part of the act referring to nonprofit organi- 
zations be withdrawn from the legislation. 

The CuHarrMan. You mean that part of the bill. 

Mr. Lucas. Yes, recommending that it be withdrawn from the 
legislation. The other presenters, because of this, have not been 
making their full presentation, but rather have been putting their 
facts on record with the helpful assumption that the committee feels 
as the Postmaster General does. 

I have now spiked their guns, so I will let them go ahead and speak 
as they wish. 

Mr. Wuippven. Gentlemen, first may I apologize that we were 
tardy. We had other engagements, but tried to get here early. 

Since my speech has already been made, I can only make a prelimi- 
nary statement or two, if you will permit me. 

I indicated that my association with the Boy Scouts in this capac- 
ity was related to our publications. 

The Boy Scouts of America, I think you readily understand, recog- 
nizes the situation in which you find yourselves and the Government 
finds itself. It believes, however, that you should know our position 
in respect. to this matter; and I will very quickly outline it for you. 

As you know, we are a nonprofit organization, chartered by an 
act of Congress, with character-building and citizenship training as 
our objectives. Today, the Boy Scouts of America is serving a mem- 
bership of about 3,500,000 boys, and to do this, about 1,300,000 men 
and women who are leaders have joined hands as volunteers to give 
these youngsters the training to meet these objectives which I have 
just stated. 

Although 2 million of our boys are subscribers to Boys’ Life 
magazine, I think you are aware of this, and I will not attempt to 
present any of the literature unless you so indicate. I am particu- 
larly concerned at this time, representing the Boy Scouts, about the 
publications related to our adult leaders, the 1,300,000 who pay $1 a 
year for the privilege of serving the youth of this organization. 

The Boy Scouts of America has always believed and will continue 
to believe these volunteers must be provided with the very best of 
training and tools to do a job, and because of this, we have become 
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highly involved in a publishing business, in a sense. We have two 
main ‘publications for this field of people, one called Scouting maga- 
zine, which is issued 10 times each year, and a quarterly program book 
which goes to all unit leaders about every quarter. 

Scouting bylaws state that 50 cents of each of the $1 registration 
fees paid by these adult leaders must go for the publication, Scouting 
magazine, which is a tool to provide them with the helps to do a more 
effective job. About 65 cents, however, is spent in this case, in spite 
of any advertising revenue that comes in, and in a sense this is a 
losing venture on the part. of the Boy Scouts of America. Add these 
postage costs now, if the bill were to be passed—I am assuming that 
you have already discussed this—and the bill would add to our costs 
about $165,000, to our present budgeted costs, for postage. The 
money must, of course, come from some place, and we are not in the 
kind of business which makes profits, because the fees are paid for by 
the boys and by these adult leaders. Although the amount does not 
appear to be very great in these days of astronomical figures, the 
amount of $165, 000 3 as an increase to us is a rather staggering and 
serious blow to our organization and its attempt to carry out its pro- 
gram of character- building and citizenship training. 

We would appeal to this committee to understand our position and 
the consequences as they consider the bill. 

If you have any questions, I would be delighted to answer them, if 
time permits and you so desire. 

The Cuamman. How old is your organization, the Boy Scouts of 
America ? 

Mr. Wuwpen. We are celebrating 50 years right at this particular 
moment, in Washington, D.C., at our annual meeting , our 50th year. 

The Ciramman. Are there any other questions / 

Mr. Rees. Thank you for your appearance here this morning. 

Mr. Wuiwpen. Thank you. I am awfully sorry we were late. 

Mr. Jackson. Mr, Chairman, I think Mr. Whidden has made our 
case sufficiently, sir. 

Mr. Wappen. Would you care to have a copy of the summary I 
presented ? 

The Cuamman. You may give it tothe reporter. 

(The summary referred to follows :) 


SUMMARY OF PRESENTATION By Boy Scouts oF AMERICA TO HOUSE COMMITTEE ON 
Post OFFICE AND CIVIL SERVICE, JUNE 1, 1960 


1. The Boy Scouts of America recognizes the problem of the Government and 
the concern of this committee in the matter. 

2. It believes, however, that the committee should know the serious effects 
this act would have upon the Boy Scouts of America should it pass. 

3. The Boy Scouts of America is a nonprofit organization chartered by an act 
of Congress—with character building and citizenship training as its objectives. 

4. Today the Boy Scouts of America is serving a membership in excess of 
3% million American boys. 

5. To do this, 1,300,000 men and women—leaders—have joined hands as 
volunteers to give these youngsters training to meet the objectives. 

6. Although 2 million boys are subscribers to Boys’ Life, Scouting’s magazine 
for all boys (each paying a subscription rate of $1.50 annually )— 

7. It is the effect that increased postal rates would have upon the leaders 
about which we are deeply concerned. 
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8. These 1,300,000 volunteers pay $1 each yearly for the privilege of serving 
America’s youth. They serve in many capacities. 

9, The Boy Scouts of America believes that these volunteers must be provided 
with the best of training and tools to do their job—and because of this are 
deeply involved in a sense in the publishing business. 

10. Two main publications are provided. Scouting magazine for all registered 
members, issued 10 times a year, and program quarterlies for all program per- 
sonnel issued four times annually. 

11. Scouting’s bylaws state that $0.50 of each registration fee must be set aside 
to provide such “tools.” However, the actual cost runs close to $0.65. 

12. Add the postage costs of these publications to those costs for mailing 
» million copies of Boys’ Life magazine monthly, and we estimate the increased 
charges (should the second-class rates be increased) would be an amount in 


excess Of $165,000. 

13. The money must come, not from profits—we aren't in that kind of busi- 
ness—but from the fees of men and boys. 

14. The amount does not appear to be great in these days of astronomical 
figures, but to the Boy Scouts of America, such an increase presents a staggering 
and serious blow in our attempt to attain our objectives of character building 
and citizenship training. 

15. We sincerely appeal to this committee to understand the consequences the 
passing of such a bill would have upon a most important effort to serve the 
youth of America. 

The CuairmMan. Do you have any statement to file / 

Mr. Jackson. No, sir. That is about it, sir. 

The Coarrman. Thank you, gentlemen. 

Mr. Wiippen. Thank you very, very much. 

The Crarrman. We next hear from Mr. Edward Grusd, managing 
editor of the National Jewish Monthly. 


STATEMENT OF EDWARD E. GRUSD, MANAGING EDITOR, NATIONAL 
JEWISH MONTHLY 


Mr. Grusp. Mr, Chairman and members of the committee, in view 
of the Postmaster General's letter and all of the repetitious state- 
ments, | am certainly not going to impose on this committee with any 
lengthy statement. I merely wish to say that the National Jewish 
Monthly is the official organ of B’nai B’rith, which is the sponsoring 
organization, and which makes up its deficit and costs every year. 

The program of B’nai B’rith includes a great many religious, cul- 
tural, educational, and charitable activities; and with the exception 
of the religious ones, all of them are on a nonsectarian basis, serving 
veterans in hospitals, civic causes, orphanages, and hospitals. Any 
increase in our deficit that would have to be made up by B’nai B'rith 
would of course come at the expense of these other nonsectarian 
activities. 

That is why I was delighted with the position now taken by the 
Postmaster General, and apparently by this committee. I would like 
to thank this committee for that attitude, 

Thank you very much. 

The Cuarrman. Thank you very much. 

Are there any questions / 

If not, we appreciate your statement, sir. 

The next witness is Mr. F. A. Fink, general ma iager of Our Sun- 
day Visitor. 
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STATEMENT OF WILLIAM HOLUB, GENERAL MANAGER, AMERICAN 
PRESS, NEW YORK CITY; ALSO REPRESENTING F. A. FINK, GEN- 
ERAL MANAGER, OUR SUNDAY VISITOR 


Mr. Horus. Mr. Fink is not here, sir. 
The Cuamman. Is there anyone here representing him? 
Mr. Horus. I have a statement included in mine. Mr. Fink’s 
statement has reference to a written communication from him, 
The Cuarman. All right, you may appear next, then, sir. 
Mr. Hotvus. Mr. Chairman, my name is William Holub. I am 
nera] manager of American Press, publishers of America, a national 
Catholic weekly review, edited by the Jesuit Fathers of the United 
States and Canada; and of Catholic Mind, a bimonthly review of 
what thinking people are saying and writing. I am also chairman 
of the Postal Rates Committee of the Catholic Press Association. 
The members of the Post Office and Civil Service Committee will 
recall that earlier this year the Catholic Press Association published 
a postal guide for religious nonprofit publications. A copy was sent 
to every member of this committee. 

This guide summarized the pertinent regulations applicable to this 
special group of publications—while also urging these mail users to 
do all that is possible to facilitate handling of materials for the post 
office. Paying due recognition to Congress for establishing the prefer- 
ential rates now applicable to the religious nonprofit press, the intro- 
duction to the guide states in part: 

The Congress of the United States has recognized the role of the religious non- 
profit press as an important educational medium operating for the common good. 
To insure the widest possible distribution at a minimum cost for this medium of 
communication, the law of the land provides for a preferential rate structure. 
On second and third class mail these preferential rates have in many instances 
made it possible for some publications to stay in existence. 

The need for insuring continuance and the widest possible distribu- 
tion of the religious nonprofit press has not diminished. Over the 
years, through the preferential rates, Congress has made it possible 
for the religious press to improve in excellence of content and appear- 
ance. Despite economies in operation and modern methods, and as a 
result more for dollar spent, certain costs have kept going upward. 
Printing, paper, typesetting, all examples. Subscription rates have 
been increased as far as is considered reasonable for this type of pub- 
lication, to make up the difference. This in many cases is at a point 
of noreturn. To increase subscription rates can only have an adverse 
effect. These publications in some cases reach a reluctant reader who 
despite only a mild interest nevertheless is influenced by what he reads. 
He agrees to subscribe in many cases because the publication is low in 
cost. Many of these—who could profit most, usually—might choose 
not to subscribe if the rate was increased. 

Editorial and production costs, too, are kept low on many of the 
religious publications, because many of the staff are clergymen who 
receive nominal or no salaries. As a result every dollar is used to its 
fullest. And the benefits of economies—such as in postage—accrue 
to the subscribers directly. 

Through stress on moral and civic virtues the religious press serves 
the country. To insure continuance of this service to the American 
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people by retaining the present rate structure for religious nonprofit 
ress, is to make an investment in strengthening the American 
character. 

Two years ago Congress declared itself in favor of a ep this 
public service by authorizing appropriations from the public treasury 
to pay for the difference between what the post office says it costs to 
handle such publications and what is being paid for the mailing of 
such publications. This was a singular step in the direction of clari- 
fying once and for all what otherwise can be a muddled picture. Com- 
plications as to definition of what figure is to be considered representa- 
tive of public service followed. H.R. 11140 raises the issue anew. 

Father Albert Nevins, the president of our association, who spoke to 
you earlier, has underlined the farreaching results of the work of the 
Catholic press. Representatives of the Protestant and Jewish press 
paint a similar picture in their respective spheres of influence. 

As chairman of the CPA committee, charged with study of postal 
matters, I have received numerous letters from editors and business 
managers which I should like to call to your attention as they all 
register serious alarm and grave concern for the future of their pub- 
lications—should the present postal bill be enacted into law. There is 
little question that their anxiety is well founded. Permit me to 
illustrate. 

Should the provision in the bill requiring the payment of surcharge 
of 14 cent for each piece of mail in addition to the regular commercial 
rate applicable discounted 50 percent be granted, the postal charges 
for these publications would increase 400 percent. 

Here is why, under the formula in the postal bill now under con- 
sideration, all advertising including house ads would have to pay a 
higher rate per pound based on a key rate determined on the basis of 
an analysis of an issue for advertising against nonadvertising. 
Though the amount of advertising in religious publications is rela- 
tively low and produces revenue much below the rates of commercial 
publications, this provision would have a substantial effect on postal 
costs. You may know that the religious press has not been especially 
blessed with space contracts by advertisers and their agencies. In any 
given issue the ratio of advertising to nonadvertising would be con- 
sidered unprofitable by advertising experts, but this is tolerated by the 
nonprofit religious publishers because their essential reason for exist- 
ence is the editorial message. House advertising helps to produce 
additional revenue by advertising the sale of related byproducts— 
books and pamphlets—and services. The return from this source of 
supplementary income would be diminished by the new formula. 

This provision also will create another expense on the bookkeeping 
level—for the post office as well as the publisher. Someone in the post 
office will have to be assigned to make a detailed check of new forms 
which the nonprofit publisher would have to submit instead of the 
simple report now being made. Here isa case in point. 

The publication which I represent is America, a weekly review of 
comment and opinion on public affairs and trends of our times. The 
12 full-time editors—all Fathers, receive no pay. They are all 
highly trained specialists in different fields. To produce the best 
possible publication of its kind is their single purpose. Despite this 
contribution of high caliber editorial manpower, our subscription 
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price is $8 per year—certainly a critical level at which resistance to 
subscribe increases. Our circulation now stands at 50,000 weekly, 
The editorial product aims at serving the cause of forming, enlighten- 
ing and clarifying public opinion on critical issues of the day. As 
a clear voice of public conscience it is being heard and read by loyal 
and influential readers. 

Here’s how this postal legislation would affect this one journal. 

Taking an average 32-page issue of America, and presuming a 25 

reent ratio for advertising—which is high, our postal costs would 
increase 375 percent. The increase resulting from a higher rate per 
pound for the advertising would jump the total charge 200 percent. 
The surcharge of one-half cent per copy would mount the charges 
another 175 percent. In dollars and cents this would mean that on 
an issue on which we now pay $140 postage, America would be 
obliged to pay an additional $250 to cover the surcharge and an addi- 
tional $248.30 for the advertising charge—an overall increase of $598 
per issue. 

Over a year’s 51 issues, this would amount to a postage increase 
of $33,498. Obviously, when every effort is directed to making 
operating expenses equalize revenues, such an increase would call 
for drastic reduction of present services, impair effective operation 
and reduce editorial effectiveness. 

The surcharge element in the bill would have the gravest effect 
on the small publications, obviously the ones that could least afford 
it. I cite the example of these publications, some of which might 
have to close their doors or seek new sources of income to continue 
operation. 

Here are letters from some of our members to document what I 
have been saying. 

The business manager of St. Anthony Messenger, a family monthly 
published in Cincinnati, Ohio, by the Franciscan Fathers (circula- 
tion of 300,000) wrote recently detailing how the proposed rates 
would mean an annual increase of $21,850 in postage for his publica- 
tion. He writes: 

I feel very strongly that this change in our status would result in a marked 
decrease in the circulation of ours and other nonprofit religious publications. 
An increase of $21,000 a year would put our publication in a precarious position. 
There simply is no way for us to earn that much additional revenue out of 
our advertising. 

F. A. Fink, managing editor of Our Sunday Visitor, wrote this 
letter in which he outlines the effect on his publications: 

It is my sincere conviction that proposed increases in the second and third 
class postal rates would seriously injure almost all religious periodicals. 

Our Sunday Visitor is among the largest printers and publishers in the 
Catholic field. Along with our national edition we publish 14 diocesan edi- 
sens mainly for bishops of small dioceses, who publish, at best, on a break-even 
ASIS, 

Copies of his letter are available for closer examination. 

The proposed rates would have a serious effect on the Register 
newspapers, printed in Denver, Colo. These small weeklies have an 
aggregate circulation of 730,000 weekly. Separate editions are issued 
weekly for these areas: Altoona, Pa.; Wheeling, W. Va.: Cincinnati, 
Ohio; Steubenville, Ohio; Nashville, Tenn.; Peoria, Il].; Kansas City, 
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Mo.: Duluth, Minn.; Grand Island, Nebr.; Lincoln, Nebr.; Salina, 
Kans.; Leavenworth, Kans.; Wichita, Kans.; Amarillo, Tex.; Santa 
Fe, N. Mex.; Great Falls, Mont.; Helena, Mont.; Salt Lake City, 
Utah; Spokane, Wash.; Reno, Nev.; Des Moines, Iowa; Pueblo, Colo.; 
Cheyenne, Wyo.; Green Bay, Wis.; Lafayette, La.; Alexandria, La.; 
Natchez, Miss.; Evansville, Ind.; Boise, Idaho, and El Paso, Tex. 

The circulations vary from a few thousand per week to 70,000. The 
effect of the new rates on these publications would be almost the same 
as that described by Mr. Fink. In the case of the editions with low 
circulation especially the increased postage bill might well force 
them to cease publication. 

Floyd Anderson, the managing editor of an eastern weekly, the Ad- 
vocate, published in Newark, circulation 119,000, writes: 

A detailed analysis from our circulation manager of the effect of H.R. 11140 
on our mailing costs, reveals that this would result in an increase of 36 percent 

$6.984. 

Tou are familiar with the Catholic press field and realize the burden this 
will place on Catholic publications generally. I am reminded, in this connection, 
of a talk with one editor during our national convention in Washington. His 
paper had lost some $30,000 3 years ago; the next year the loss had been reduced 
to around $10,000; and last year he happily reported that it had showed an 
excess over expenses of $1,800. Naturally, he still has a long way to go before 
the paper recovers its previous deficits, which have had to be made up by the 
Llocese. 

' The Advocate is not in that precarious situation, but as a not-for-profit publi- 
cation, we would find it necessary to increase our subscription rates to our sub- 
seribers or seek a subsidy from the archdiocese. We would be reluctant to do 
either since we raised our rates only last September and the demand on the 
archdiocese for charitable and educational purposes is higher in priority. 

These examples should demonstrate how drastically the new rates 
would affect the religious nonprofit press. To curtail the effectiveness 
of this public service on the grounds that it must be self-supporting 
is almost as unrealistic as demanding that the State Department pay 
its way. The efforts of the religious press are directed to furthering 
the best interests of the people of the United States. I therefore 
appeal to this committee to continue the present mail rate structure 
for the religious nonprofit press. 

In the statement submitted by Mr. Fink, which is in the form of a 
letter to me, you will see that he has gone into detail on all the editions 
of his publication. 

The CHamrman. Mr. Fink is not here this morning? I see his name 
listed as a witness. 

Mr. Hotvus. That is right. He asked me to include this in my state- 
ment, sir. 

The Cuarrman. Very well, sir. 

Mr. Hotvs. In this statement, a letter addressed to me, he is asking 
me to represent him at this hearing. He says: 

It is my sincere conviction that proposed increases in the second- and third- 
class postal rates would seriously injure almost all religious periodicals. 

Our Sunday Visitor is among the largest printers and publishers in the 
Catholic field. Along with our national edition we publish 14 diocesan editions, 
mainly for bishops of small dioceses, who publish, at best, on a break-even basis. 

Then he goes into detail and specifies the actual amount of increases 
that would be involved in all these editions, and the total, $125,281 
increase in postage if the rates went into effect. 
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He says in conclusion : 


I would appreciate it if you would present the information I here give to the 
members of the House and Senate committees. If there is any further informa- 
tion which any member of either committee would like I would be most happy 
to provide it. 

Through you and your committee I would like to thank members of both 
congressional committees for the consideration of our request that present 
second-class mailing rates be retained for the nonprofit religious press. 


The law of the land now has religious nonprofit publications singled 
out in a special rate category—clearly and simply. Postal bill H.R. 
11140 would lump these special publications with commercial publi- 
cations—a category into which they just do not fit. 

By retaining present rates for the religious nonprofit press, you will 
make it possible for these publications to continue doing the important 
— they are now doing. Your consideration will be appreciated by 
all. 

I want to thank the committee for hearing us and hearing my state- 
ment. I also want to say I was delighted with Postmaster General 
Summerfield’s suggestion that in the future, perhaps after this Con- 
gress recesses, we get together with the Post Office and discuss our 
mutual problems, so that this may not be necessary in the future, and 
that we can come to agreement before a bill is presented. 

Thank you, sir. 

(Mr. Fink’s prepared statement follows :) 


Our SuNDAY VISITOR, 
Huntington, Ind., May 25, 1960. 
Mr. HOovvs, 
The American Press, 
New York, N.Y. 


DEAR Mr. Hotvs: I am pleased that Father Nevins and your committee of the 
Catholic Press Association, together with representatives of the Protestant and 
Jewish nonprofit religious press will appear before members of the Postal Rates 
Committee on June 1. 

It is my sincere conviction that proposed increases in the second- and third- 
class postal rates would seriously injure almost all religious periodicals. 

Our Sunday Visitor is among the largest printers and publishers in the 
Catholic field. Along with our national edition we publish 14 diocesan editions, 
mainly for bishops of small dioceses, who publish, at best, on a break-even basis. 

We have very carefully studied our postal costs for second-class mail and I 
list below the results of this study. 


Present Proposed Increase | Annual in- 
Edition Circulation} cost per cost per per issue crease 
issue issue 

520, 000 $900. 00 2, 732.50 | $1,832.50 | $95, 290.00 
65, 000 139. 50 384. 54 245. 04 12, 742. 08 
36, 000 106. 65 185. 10 78.45 4, 079. 40 
"ees 16, 200 41.31 76. 99 35. 68 1, 855. 36 
92) Tee eee ee 41, 500 122. 94 224. 64 101. 70 5, 288. 40 
15, 500 45. 92 93. 08 47.16 2, 452. 32 
20, 500 60. 74 123. 13 62. 39 3, 244. 28 
20, 000 67. 50 113.01 45. 51 2, 366. 52 
3, 700 9. 44 22. 31 12. 87 669. 24 
OE eer 48, 000 162. 00 344. 10 182.10 9, 469. 20 
eRe. an Sonerncneccenewcnmac 18, 000 53. 33 108. 11 54. 78 2, 848. 56 
4 ES 37, 000 109. 62 189, 33 79. 71 4, 144. 92 
Jefferson City, Mo. 16, 000 47.40 96. 09 48. 69 2, 531. 88 
Cy 17, 500 44.63 109. 97 65. 34 3, 397. 68 
6, 000 15. 30 33. 11 17.81 926. 12 
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Along with our newspapers we publish three magazines and the comparative 
postal costs per delivery of these would be as follows: 


Circula- Present Proposed Increase Annual 
Edition tion cost per cost per per issue increase 
issue issue 
14, 000 $61. 22 $96. 00 $34. 78 $417. 36 
27, 000 103. 40 125. 00 21. 60 259. 20 
BEY 14, 000 26. 50 51.41 24. 91 298. 92 
Total for all newspapers and maga- 

2, 117. 40 5, 108. 42 2,991.02 | 152, 281.44 


As you well know, selling advertising for religious publications is probably 
the most difficult job in the Nation. In this field Our Sunday Visitor has been 
as successful as any other Catholic periodical and nearly as successful as the 
leading Protestant journals. Nevertheless, the proposed annual increase in 
postal rates—amounting to a total of $152,281.44 for us—is more than the net 
income which we derive from our national advertising. I mention this to 
emphasize the seriousness of the proposed rate increases. 

Some years ago the House and Senate committees welcomed testimony which 
the Catholic, Protestant, and Jewish press gave before their members and 
froze second-class rates for the nonprofit religious press. In doing so they 
recognized not only the financial problems of the religious press but also the 
moral and patriotic service which this press renders to the Nation. Now, as 
then, the principal drain upon our national income is caused by communism 
and its evils at home and abroad. The religious press, of course, combats 
communism in the best and most positive manner possible. For this service 
alone I am confident that the members of the House and Senate committees on 
postal rates would consider seriously our plea that second-class rates be main- 
tained at their present levels. 

In the proposed changes is a provision requiring payment by nonprofit re 
ligious periodicals of one-quarter of 1 cent per piece, plus the stated per pound 
rate. This would be most damaging to periodicals like our own, of which there 
are many. Ours is a small paper made up in its national edition of only 16 
tabloid pages. These 520,000 copies weekly are sent in bundle lots to pastors of 
the Nation. The papers weigh less than 2 ounces. Accordingly we now mail 
eight copies in a single bundle at the 1% cents per pound rate. Under proposed 
change that rate would be maintained plus one-quarter of 1 cent for each copy. 
How costly this would be is reflected in the figures given above. 

I would appreciate it if you would present the information I here give to 
the members of House and Senate committees. If there is any further infor- 
mation which any member of either committee would like I would be most 
happy to provide it. 

Through you and your committee I would like to thank members of both 
congressional committees for consideration of our request that present second- 
class mailing rates be retained for the nonprofit religious press. 

Sincerely yours, 
F. A. Fink, Managing Editor. 


The Cuatrman. Are there any questions ? 

Mr. Johansen. 

Mr. JowHansen. Mr. Holub, I am sorry our colleague from Oregon 
had to leave. Since he did, I will ask you the question he might 
have asked you. 

Do you think that the cost of this type of public service activity 
of the Department should be paid out of other classes of mail or by 
the taxpayers generally ? 

_Mr. Hoxvs. I believe it should be paid by the taxpayers generally, 
sir. 

Mr. JoHansen. Now may I ask you one other question. 
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Does the fact that this type of public service charge should be paid 
by the taxpayers generally necessarily prove that there is not a need 
for a rate increase in the other classes of mail? 

Mr. Hotvwp. Sir, I do not feel qualified to give that kind of an 
answer, because I have not made a study of it. 

Mr. JoHaNsEN. I am not going to press the point, but I want the 
record to show clearly that ‘because the Witnesses are here and an- 
swered the question with respect to public service charge does not 
necessarily mean that they were testifying against rate increase in 
the other classes. 

Mr. Horus. I would say that my statement, sir, should not bear 
that kind of an inference. 

Mr. Jonansen. I am sure that is true of the other witnesses as well, 
and I just did not want the record to stand with the impression that 
by answering the first question the way they did—and quite properly 

because ‘that is their judgment—they were testifying thereby 
saaiaal a rate increase for the regular services or the regular classes 
of mail. 

Mr. Gross. Mr. Chairman ? 

The CuHarrman. Mr. Gross. 

Mr. Gross. Mr. Holub, do you have any idea of the number of 
church publications, including your own, that carry commercial 
advertising ? 

Mr. Horus. I would be able to establish that, sir, on an actual 
count. I have a directory here someplace. But I would say that 
as to weekly newspapers, the reference made by Father Nevins was, 
I believe he said 121; that all of those publications carry some 
advertising. 

But I would like to say for the record, sir, that the advertising 
appearing in the religious press is not considerable. We wish it 
would be higher; but, unfortuantely, the religious press is still not 
favored too highly by national advertisers and by their agencies. 

Mr. Gross. Do those publications which carry commercial adver- 
tising benefit from the preferential rate ? 

Mr. Hotvus. At the present time, in the United States, yes, sir; they 
do. 

Mr. Gross. Has that rate for advertising been increased, do you 
happen to know / 

Mr. Hous. No, sir. 

Mr. Gross. Thank you. 

The Cuamman. Thank you very much, sir. 

Are there any other witnesses here this mor ning who have not been 
heard ? 

Mr. Horvsn. Yes, sir. 

The Cuarrman. All right, sir. 


STATEMENT OF WILLIAM LANG, THE VICTORIAN, BUFFALO, N.Y. 


Mr. Lane. My name is William Lang. I am the business manager 
of the Our Lady of Victoria Home in Lackawanna. I have a state- 
ment, which I will not read. I merely wanted to tell you that my 
particular plea for nonprofit or ganizations concerns those who use 
the mails to support activities designed to care for dependent, delin- 
quent, neglected children. In our own case we conduct an infant 
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home and adoption service, a program for teenage boys, and a child 
care program for babies and small children. For some 80 years, 
those activities have been supported through appeals conducted via 
third-class mail. Naturally, any increase in rates represents perhaps 
a like sum which needs to be taken from our work with children. 

Our experience would, of course, be multiplied many times over 
and over again by similar organizations, not only in the Catholic field 
but in the other fields, doing similar work. 

I am most thankful and grateful to the Post Office Department for 
carrying the message of children in need for so many years, and if 
I may speak for organizations like ours, I am sure we are all deeply 
grateful for Mr. Summerfield and you gentlemen for continuing the 
nonprofit status. 

Thank you. 

The Cuatrman. Are there any questions? 

If not, thank you very much, sir. 

Are there any other witnesses here this morning that have not been 
heard ? 

If not, at this point there will be letters and statements inserted 
in the record from various associations and business firms. 

I presume that the statements from the Blair Quality Products and 
the Bron-Shoe Co. are not related to these nonprofit religious and 
educational organizations but are business organizations for profit. 

(The letters and statements referred to follow :) 


AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION, 
New York, N.Y., May 25, 1960. 
Hon. Tom Murray, 
Chairman, House Post Office Committee, 
Washington, D.C. 

Dear Mr. CHAIRMAN: The American Newspaper Publishers Association re- 
spectfully submits this letter as our comment on proposed increases in second- 
class postal rates and asks that it be made a part of the record of the House 
Post Office Committee hearings. I write as chairman of the ANPA Postal 
Committee. 

Bill H.R. 11140 now before your committee proposes an entirely new basis 
for determining second-class postal rates which, in our opinion, would result 
in unfair discrimination against some users of the mails, particularly small city 
daily newspapers. The ANPA favors fair and equal treatment of all users of the 
mails in accord with the Postal Policy Act of 1958. 

The ANPA has stated on many occasions our view that all daily newspapers 
want to pay 100 percent of the Post Office Department costs in handling their 
second-class mail but not costs that belong elsewhere. That is still our policy. 

The Postmaster General has stated that the present proposals would increase 
second-class rates about 40 percent. In other testimony Assistant Postmaster 
General Gillette acknowledges that the present proposal would mean “substantial 
pecentage increases in postage for some second class mailings” and justifies 
this on the basis that in his opinion it would result in “a fairer assessment of 
postal charges among the various types of publications which share this service.” 

Reports from many ANPA members confirm the accuracy of Mr. Gillette’s 
comment insofar as substantial increases on small city newspapers are con- 
cerned. We have many reports from member newspapers indicating their postal 
charges would be increased as much as 400 to 500 percent. This is 10 times 
the 40 percent increase estimated by the Postmaster General. 

Two or three typical examples will suffice to illustrate our point. An evening 
newspaper of 10,000 circulation in the Middle West reports its increase would be 
405 percent. An eastern newspaper of 25,000 circulation reports its increase 
would be 352 percent. This newspaper spent $8,452 in 1959 in addition to post- 
age to operate its own trucks delivering mail to outlying post offices while 
continuing to pay full second-class rates. The Inland Daily Press Association 
has cited many examples in its statement to your committee. 
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My own newspaper, the Dothan (Ala.) Eagle, has a net paid circulation of 
23,549. Of this, 5,155 or 21.8 percent go through the mails, principally R.F.D, 
routes in the first and second zones. Only 706 copies (3 percent) are free-in- 
county circulation. But under this bill our monthly second class mail cost would 
go up 93.5 percent, from $816.34 to $1,579.24, with another increase of 12 percent 
already passed effective January 1, 1961, which would bring the total to 
$1,677.43. That amounts to an increase of 105.5 percent in less than a year. 
Two other increases of 12 percent each were effective January 1, 1959 and 196v, 
It is apparent that bill H.R. 11140 is weighted to inflict the heaviest increase 
in charges for second class postal service on small city newspapers and their 
readers in rural areas where no alternative methods of delivery are available. 
Increases of such magnitude are unprecedented. No such action should be 
taken until after the Post Office Department fully complies with the Postal 
Policy Act of 1958 and determines the true costs of the service it renders to 
users of each class of mail, with separate accounting for all the public service 
activities of the Post Office Department as they are itemized and specified in 
section 104(a) of the Postal Policy Act of 1958. Furthermore, we want regular 
dependable 6-day service without any interruption. 
Membership of the ANPA includes 848 daily newspapers. Our members have 
more than 90 percent of the total U.S. daily newspaper circulation. About 50 
percent of our members have circulations under 25,000 and 75 percent have 
circulations under 50,000. 
Sincerely yours, 
RALPH NICHOLSON, 
Chairman, ANPA Postal Committee. 


STATEMENT OF FErRD J. ScHOTT FOR FASHION FRocKsS, INC., CINCINNATI, OHIO 


Mr. Chairman and members of the committee: I am Ferd J. Schott of Cin- 
cinnati, Ohio, representing Fashion Frocks, Inc., of which I am vice president, 
charge of sales. 

We are engaged in the apparel business, providing a moderately priced line 
of women’s and children’s dresses, and some men’s wear items. The sale of our 
merchandise is made direct to wearer through authorized local salesladies. 
For the purpose of promoting sales volume by these salesladies, and to recruit 
additional salesladies, we use third-class mail extensively. In 1959 our expendi- 
ture for third class postage was $230,018. Our operating profit before Federal 
income tax was $225,644. 

In requesting an opportunity to be heard before this committee, we did not 
do so just because we are “agin-ers.” We did so because passage of the pro- 
posed increases in rates of third-class mail would not only cause us a severe 
hardship, but would actually sound the death knell for our business. As evi- 
dence of our critical situation, I give you the following facts: 

(a) If the third-class rate increases scheduled for this coming July 1 
had been in effect during 1959, our expenditure for third-class postage 
would have been $52,991 higher, and our operating profit before Federal 
income taxes would have been reduced to $172,658. 

(b) If the third-class rates proposed for the year 1961 had been in effect 
during 1959, our third-class postage bill would have been $101,292 higher, and 
our operating profit before Federal income taxes would have been only 
$124,352. 

(c) If the third-class rates proposed for the year 1962 had been in effect 
during 1959, our third-class postage bill would have been $156,493 higher, 
and our operating profit before Federal income tax would have been a mere 
$69,151. Actually, the picture is worse than that. The recent exorbitant 
increase in the rates on fourth-class mail, if in effect during 1959, would have 
left us with a deficit. 

Gentlemen, it simply is not possible for us to absorb such intemperate postage 

rate increases by raising the price of our merchandise. (To stay in business we 

must be competitive.) And, we have now run out of methods for offsetting such 

increases through changes in the type and frequency of our mailings. Briefly, we 

are now face to face with extinction. 

If we are wiped out, here will be some of its side effects, based on our 1959 
gures: 
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(1) It will mean the loss of their jobs for our approximately 208 office 
and production employees, with an annual payroll of $746,000. And, the 
hardships of this tragedy will, of course, strike the dependents of these em- 
ployees, greatly increasing the number of individuals affected by our demise. 

(2) It will eliminate our purchase of goods and services worth $3,516,000. 
Sharing in this loss of business will be fabric mills and dress contractors ; 
manufactures of printing papers, paper boxes, bags, and envelopes; artists, 
engravers, typesetters and printers; drayage and freight haulers; advertis- 
ing agencies and mailing list brokers; insurance companies, and the tax 
departments of the U.S. Government, the city of Cincinnati, and the State 
of Ohio. 

(3) It will destroy $1,060,000 worth of earnings for the local salesladies 
who take orders for our merchandise. Most of these women do this direct 
selling because they find it necessary to supplement otherwise inadequate 
family income. In addition there are many widows and other older women 
who would be unable to obtain other gainful employment. Their earnings 
from selling are very important to all of these women. If time permits, and 
if you would care to have me do so a little later, I will read several typical 
letters received from our salesladies. These letters, I assure you, were not 
solicited by us for this presentation. Actually, they were written many 
months before any of the rate increase bills were introduced in the present 
session of Congress. 

(4) We have been told by the Cincinnati post office, that Fashion Frocks, 
Inc., is its very largest patron. In 1959, our expenditures for postage and 
special service fees totaled $836,517. Surely, the elimination of that much 
revenue would mean the loss of jobs for a substantial number of postal 
workers. 

(5) Our use of third-class mail generates a lot of first class mail. Our 
own figures include $45,000 worth of first class postage, and the local sales- 
ladies who handle the sale of our merchandise spent approximately $25,000 
more to send their orders in to us. Therefore, destruction of business con- 
cerns such as Fashion Frocks, Inc., will greatly curtail the volume of first- 
class mail, and cause the loss of jobs for still more postal workers. 

As you already know, the bulk third-class minimum per single piece was 144 
cents on December 31, 1958, and that by January 1, 1961, the proposed increases 
would raise that minimum to 3 cents. If any important type of business at- 
tempted to rise the price of its commodity or service a full 100 percent in 2 
years’ time, it would be investigated, condemned, and restrained for obvious good 
reasons. However, our Post Office Department has not hesitancy in asking for 
such an unrealistic, confiscatory increase, but even looks forward to an addi- 
tional 1624 percent increase a year later. Apparently, its rate experts see no 
gains through the expensive changes in procedure which the Post Office Depart- 
ment is presently working on, but only constantly higher deficits. That, we 
think, is also unrealistic. Mechanization should produce very substantial re- 
ductions in handling costs and at the same time speed the movement of the mails. 

In our opinion, based on available figures, the greater portion of these so-called 
postal deficits springs from the fact that the Post Office is a public service and 
not a business for profit. The remaining portion could be eliminated or reduced 
toa minimum if a greater percentage of the higher-ups in the Post Office Depart- 
ment possessed some practical business experience, and knew what it means to 
operate for a profit. 

If we go back a bit into recent history we find Post Office Department arith- 
metie which not only indicated a deficit-free condition for third-class mail 
starting with 1959, but an actual profit. Therefore, it seems premature that 
further increases should be requested before complete data for fiscal 1959 is 
available. Instead there should be serious questioning of the need for the 
increases which are scheduled to go into effect this coming July 1. 

The Post Office Department arithmetic to which I have referred was supplied 
to Senator Everett M. Dirksen of Illinois in a letter from the Assistant Post- 
master General, dated April 9, 1958. At that time, fiscal 1956 was the latest 
year for which complete data was available. That completed data, according to 
the Assistant Postmaster General, showed a deficit on third-class mail of only 
$108 million with no consideration given to public service factors. 

In that same letter to Senator Dirksen, the Assistant Postmaster General 
projected his figures to fiscal 1959, and here is what he wrote, “Postal costs will 
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have increased substantially by fiscal 1959, the year in which the new postal rates 
will become effective. To provide a realistic cost picture the Department added 
to third-class costs an additional sum to reflect a pro rata share of the higher costs 
of railway transport and postal wages contained in the President's budget for 
fiscal 1959. This would add not less than $25 million to third-class costs, leaving 
a remaining loss of 133 million, which is approximately the amount of additional 
revenue which would be obtained from enactment of the postal rate bill.” 

You will note, gentlemen, that the 1959 projection gave no consideration to the 
public service factor. However, we understand that the estimated total postal 
deticit for fiscal 1959 still includes a $250 million public service item which should 
be deducted. We don’t know the pro rata share of that $250 million which 
belongs to third-class mail, but whatever the amount it should appear as a profit. 
Even if it is only 10 percent—&25 million—that is a mighty fine amount to retain 
as profit out of the revenues received from third-class mail. 

A two-part question that constantly goes through our mind seems to be a very 
pertinent one. It asks “Why must the Post Office Department guess? Why 
doesn’t it know with reasonable promptness how much profit it has made, or how 
much money it has lost?” It seems ridiculous to us that fiscal 1956 should have 
been the last year for which complete data was available on April 9, 1958. With 
modern transportation to transmit the figures and with electronic equipment 
capable of analyzing them with breathtaking swiftness, it should be possible to 
have correct answers within days after the close of any given period—year, 
month, or week. 

It seems to us that the Post Office Department should forget about the 
unfinished figures of past years and start creating a picture of current activities— 
1960 activities—something to live and work by in 1960 and not in 1962 or 1963. 
When that has been done, if the unfinished figures are worth the cost of analysis, 
the job can be completed gradually as time and available funds permit. That is 
the businesslike way of doing things—the way things are done by those who know 
what it means to operate for profit. 

An editorial in the March 21 issue of the New York Journal American summed 
up our sentiments exactly when it said: 

“The Post Office is an essential public service, worth what it costs to operate. 

“We suggest Mr. Summerfield ought to stop proclaiming how much his depart- 
ment has lost and concentrate on getting the mail delivered speedily and 
economically. 


“And Congress ought to ignore the request for another boost in rates.” 
Thank you. 


Direct ADVERTISING Co., 
Chicago, 1ll., May 9, 1960. 
Hon. Tom Murray, 
House of Representatives, 
Washington, D.C. 


Deak Mr. Murray: If you owned a newspaper and wanted to destroy a com- 
petitive form of advertising which was producing more results for merchants 
than your newspaper was producing, how would you go about it? 

You would do exactly what the newspapers have done to third-class mail. 

1. You would start the ball rolling by misusing the power of the press to tell 
the “Big Lie,” namely, that third-class mail is causing the post office deficit, 
that it is “junk,” that no one reads it or wants it. 

2. By diligent repetition of these statements you would whip up sincere but 
poorly informed people into writing letters to Congressmen aping your selfish 
prevarications. 

3. Having created a false furor, you would then bring brute pressure to bear, 
using the threat of political reprisal. 

So, you succeed in getting abject or poorly informed Representatives to intro- 
duce H.R. 11350, 11417, 11365, 11416, 11438, identical in their terms, designed 
to kill the competitor that is serving small merchants well, but is hurting your 
business office. 
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This is the way you would do it if you were a newspaper publisher, with 
the connivance of a Postmaster General who had a chance to go down in history 
as one of our greatest but who has muffed his opportunity and wili be remem- 
pered as a frustrated failure. I grieve when I think how this brilliant business- 
man could have put his department on a business-like basis. 

You are a shrewd individual or you would not be where you are. You know 
for a fact that: 

1. Third-class mail is handled on a fill-in basis, after first class, and also second 
class at ridiculous rates, have been expedited, by help that the post office has to 
have on hand. If there were no third class to fill in idle hours, these people 
would be twiddling their thumbs or playing canasta. Therefore, revenue from 
third class is largely profit. Every businessman knows this principle, and you 
are no fool. After I have made my “nut,” I would just love to have fill-in busi- 
ness to take up slack help and empty space with practically no increase in 
overhead. I know that this fill-in business would be largely profit. Don’t let 
the Summertield gang kid you any longer. 

» “Junk.” This is one of the dirtiest pieces of semantics ever propagated. 
Anything can be sneered at, but what does that prove? Any piece of legislation 
you sponsor could be called junk by the people it hurts, but that doesn’t signify 
anything. Forget it. Or if you want a place to use the word, apply it to the 
“junky” ads that appear in newspapers—page after page after page in issue after 
issue after issue. Junk. 

2. “Nobody reads third-class mail,” sez they. I wonder if you have any idea 
of how carefully a user of direct mail checks results from a mailing? If results 
are poor, he doesn’t mail again; if they are good, he mails again. It is just that 
sinmple—you know, the profit motive takes care of that. But people do read 
direct mail. Or let’s put it this way: more than enough read it to make it pay 
out. Sure, some of it is unattractive, poorly designed, even in bad taste. But, 
like I said, the old profit motive automatically takes care of that. 

Now I am going to tell you something that you may not have had a chance 
to find out, being busy with our Nation’s affairs. The person who is going to be 
hurt worst if third-class mail is postage-priced out of reach, is the small business- 
man, grocers, druggists, hardware stores, beauty shops—just recall to your mind 
the business street of your home town—those people who are your constituents 
are the ones who will suffer because they are the ones who depend on direct mail 
to tell their customers about their selling events. In small towns they can use 
newspapers, also, and do use them as much as they can afford. In larger cities 
where merchants do a neighborhood business, direct mail is a must. They 
cannot afford to buy all that waste circulation outside their own neighborhoods. 
Get wise, Congressman, don’t bite the hand that feeds you. 

Wholesalers and smaller manufacturers, who can’t afford newspaper, radio, 
TV (obviously) are the segment of larger business that will be hurt by unjusti- 
fied postal rates. Big corporations will be hurt least. 

You are going to have to make a decision, Congressman. Are you going to be 
bullied by newspapers, and jockeyed by Summerfield, or are you going to look 
out for the interests of those who expect you to look out for them? 

Without rancor, but with absolute sincerity, I am, 

Cordially, 
E. M. 


P.S.: I have just seen a digest of the McKinsey report which will be waved in 
your face by the general. In weighing this report you have just two things to 
remember. (1) All the so-called cost figures were given to this engineering firm 
by Summerfield and merely represent what he wants to put over. Don’t let them 
kid you. This firm did not make a basic, independent survey. (2) The glib con- 
clusions they state are from a firm with no background of experience with the 
economics of direct mail. 

Sample: ‘The cost of postage alone is seldom, if ever, the factor that governs 
an advertiser’s decision to use direct mail. We believe that few, if any adver- 
tisers have entered the field merely because postal rates were low.” Isn't that 
the silliest schoolboyish statement you ever read? And the general paid these 
people a big fee to come up with such profound absurdities. 
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ConcorDIA MUTUAL LIFE ASSOCIATION, 
Chicago, Ill., May 25, 1960. 
Mr. Tom MurrRay, 
Chairman, House Post Office Committee, 
Washington, D.C. 


DeaR Sirk: This correspondence is being addressed to you in urgent appeal to 
your committee to take into consideration associations such as ours, before 
making a definite decision relative Postmaster Summerfield’s proposal of one-half 
cent per piece minimum charge over and above the regular rate on magazines. 

While we agree that there are many magazines or periodicals handled through 
the mail, many of which addressed only to the tenant of a certain address for- 
mulate a nuisance, and do not contribute to the general welfare of our people. 
On the other hand, we, as well as many other similar organizations contribute 

greatly to the general welfare, not only to our own members but to all citizens of 
the United States and the Government they represent. 

The entire cost with few exemptions of the enclosed copy is borne by our 
association, and the contemplated increase in mailing could well cause us and 
many other associations to discontinue their periodicals. 

We do not feel that it is your committe’s intent to bring about such discontinu- 
ance, however, are in full accord with any action on your part which would help 
the discontinuance of such periodicals which are nonessential. 

We therefore hope that any act on your part will take into consideration the 
classification of periodicals, also if the publisher is a nonprofit organization. 

Thanking you for your kind consideration, remain, 

Very truly yours, 
L. R. WicHMAN, Secretary. 


EVANGELISTIC ASSOCIATION, INC., 
Tulsa, Okla., May 27, 1960. 
Hon. Tom 
Chairman, House Post Office Committee, 
Washington, D.C. 


DeaR Mr. CHAIRMAN: It has come to my attention that our Honorable Post- 
master Summerfield proposes to present an increase of a half cent on all second- 
class publications over and above the present rate. 

We want you to know that we firmly oppose this increase. We give you the 
following reasons: 

Our monthly 32-page publication, Faith Digest, with a circulation of almost 
a half million copies per month, is going into almost every country of the free 
world. We believe that this religious, missionary publication is meeting a spe- 
cific need of our generation. Mr. Murray, you can readily see this will mean an 
increase in postage to our association of $30,000 to $40,000 per year. Without 
a question, our nonprofit, religious corporation would have to curtail our 
publication. 

Let me present these faets for your consideration with the hope that it will 
influence you to see the good will extended throughout the world. If we are 
successful in exerting an outstanding influence for good, just think of the 
friendship that results for our beloved United States of America. Especially at 
such a time as we are now faced with, our good will needs to be enlarged and 
strengthened instead of hindered because of postal increases. 

We are currently working with missionaries of 55 full gospel denominations 
in 70 foreign countries in the support of almost 2,500 full-time native mission- 
aries. In addition, we have missionary films, sermon tapes, and publications 
in several different languages. You can realize the scope and importance of 
this great worldwide ministry. 

Honorable Chairman, I am enclosing a copy of our monthly publication, Faith 
Digest, in order to give you an opportunity to examine the contents to help 
further convince you of the importance of opposing this increase so that we 
may continue to expand our publication. 

Also, I would like to encourage the approval of the measure H.R. 9570, the 
bill to aid religious magazine mailings overseas. We are in perfect agreement 
with Representative Jeffery Cohelan (Democrat, California), who is seeking 
action for religious, educational, and other nonprofit organizations in the 
United States so that they will be able to send magazines overseas free of 
charge in packages not exceeding 20 pounds. 
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If you could daily see our requests from these foreign countries literally beg- 
ging for old magazines, books, booklets, and tracts and any type of Christian pub- 
lication, I believe you could be convinced that these “magazines for friendship” 
are serving the purpose of doing a great amount of good will. I believe that the 
United States can afford to subsidize such gifts as part of its “people” program 
and that the privilege should be extended to all religious, educational, scientific, 
and nonprofit bodies. 

Also, let me point out this fact. The third-class bulk rates, effective July 1, 
1960, increasing the rate from 1 cent to 1% cents for nonprofit organizations, 
are going to increase our postage by several thousand dollars per year. This 
increase will materially affect the expansion of our ministry. 

Thank you, Mr. Chairman, for this privilege of expressing ourselves. Please 
be assured of our continued prayers and interest for the welfare of our country. 
We appreciate the leadership and public service that you are rendering. 

Our supreme task is the evangelization of the world. 

Respectfully submitted. 

T. L. OsBorn, President. 


WoOMAN’S BENEFIT ASSOCIATION, 
Port Huron, Mich., May 27, 1960. 
Hon. Tom Murray, 
Chairman, House Post Office Committee, 
Washington, D.C. 


Dear Sir: It is our understanding that Postmaster General Summerfield 
is proposing that all magazines should be charged a half cent per piece minimum 
over and above the regular rate. 

Our association is a fraternal benefit society operated on a nonprofit basis 
for the benefit of its members. We have a magazine, issued 10 times per year, 
which is sent free of charge to our 200,000 members. This magazine not 
only gives news of fraternal activities carried on in our local lodges, but also 
suggestions on health, civic programs, etc. 

If Mr. Summerfield’s proposal were to be enacted, the increase in mailing 
costs to our association would amount to approximately $655 per issue. This 
would work a definite hardship upon the association and its members in an 
area where we believe we are making a real contribution to our American 
way of life. 

Therefore, we would like to go on record as opposing this increase. 

Very truly yours, 
AGNnes E. Koos, 
Supreme President. 
DororHy H. NEEDHAM, 
Supreme Secretary-Treasurer. 


STATEMENT OF WILLIAM P. MOSER 


My name is William P. Moser, and I am sales promotion manager of the 
Bron-Shoe Co. in Columbus, Ohio. I wish to thank the committee for giving 
me this opportunity to explain our views on the proposed postal rate increases. 

We are in the baby shoe bronzing business, whereby we preserve the baby’s 
first shoes as keepsakes by electroplating them, and mount them on bookends, 
ashtrays, picture frames, etc. We have been in business for over 30 years, 
and are the folks who first introduced the idea in this country. I hope that 
many of you have our products in your homes. 

We are a typical small business employing about 90 people, operating in our 
own building of about 25,000 square feet. We are members of our local 
chamber of commerce and better business bureau, and from the president on 
down, we do our best to be useful members of our community. 

We have several channels of distribution, but for the past several years, 
over half of our business came to us as a result of direct mail. We are mailing 
over 1 million pieces of third-class bulk mail each year. 

During 1959, our postage bill for third-class mail alone amounted to $20,000, 
and in addition, our parcel post expenditures to get the orders back to the 
direct mail customers amounted to an additional $39,000. Also, we paid over 
$5,000 in postage on first-class business reply mail. 
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At the present 2 cents postage rate, we budget approximately $20 to $24 
gross profit per thousand pieces mailed. With our present mailing costs of 
approximately $65 per thousand pieces, we therefore have a gross protit margin 
of about 29 percent on our mailing investment, less of course our overhead 
charges. 

If you permit the 214 cents rate to go into effect as scheduled on this July 1, 
our gross profit margin will shrink by one-third, and our net profit by even more, 

If the rate is increased to 3 cents, our mailing costs will rise to $75 per 
thousand, and our margin will drop to between $10 and $14 per thousand, 
or approximately 16 percent in our investment. How can you pay overhead 
out of that, let alone make a profit? You can imagine where we would be if 
the 314 cents rate were put in. 

Frankly, if the rate goes to 3 cents, we cannot afford to risk mailings of the 
size we now send out. A gross margin of 16 percent, yet to be reduced by 
ever-growing overhead charges, does not justify the risk. If we run into a 
poor list, as does happen now and then, or some other unforeseeable event 
occurs, our rate of return could easily drop to the point where instead of having 
a small profit, we would have a substantial loss. 

What then will we do if postal rates are increased as proposed ? 

Let me answer that by saying first that direct mail is perhaps the most 
scientific of all businesses, because everything you do can be tested and the 
results measured accurately in dollars and cents. Results come in fast, and 
within 60 to 90 days after you go into the mail, you have either made a profit 
or sustained a loss. 

The net result of further postal rate increases will be that we will be forced 
to cut down on our mailings, so that we mail only as many pieces as will bring 
us a profit. If the rate goes to 3 cents, our mailings will be reduced to approxi- 
mately one-third to one-half of what we now mail. 

If we reduce the number of pieces we mail, we will get fewer orders, and it 
follows logically that we will need fewer people in our plant to produce these 
orders. Depending on the number of pieces we will be able to mail, it looks now 
like between 30 and 40 people will be laid off, and our total work force will be 
between 50 and 60 people instead of the present 90. This means we will havea 
payroll reduced by $75,000 to $100,000 per year, and of course, it means no 
spending power for the people without jobs. 

If we cut down our mailings, we cut down postal revenue. Instead of spend- 
ing upwards of $60,000 per year with the post office, we would spend somewhere 
between $20,000 and $30,000. Would this help reduce the so-called postal deficit? 

If we cut down our mailings, many of our suppliers would be hard hit. We 
spend at the present time over $17,000 per year for printing alone for our direct 
mail. If we reduce this amount by two-thirds, someone at the printing plants 
that produce our work is going to lose his job. And so on right down the entire 
list of suppliers we have. 

If we do less business, we will make less money and pay less in taxes each 
year. The Treasury would lose some of those badly needed dollars. Would 
this be helpful to our already precariously balanced budget? 

It is possible that if the proposed postal rate increases are adopted, the so- 
called postal deficit would be reduced. I frankly do not understand how, because 
without any doubt, the higher rates will reduce the volume of mail. It will 
become impractical for many mailers to send out as much mail as they have in 
the past, and I am sure all of you know enough about business to understand 
that when volume declines, costs never decline in the same proportion. 

I would like to bring up the matter of cost ascertainment in the post office. I 
do not pretend to understand the system that is used, even though I have studied 
the testimony presented by postal officials on the subject. However, it doesn't 
seem reasonable to me that these figures can be accurate, if they arrive at a 
figure of 4.03 cents as the cost of handling a piece of first-class mail, and 3.99 
cents as the cost of handling a piece of third-class mail. 

Third-class mailers (bulk mail) are required to sort their mail by State and 
city and tie it accordingly before delivering it to the post office. Third-class 
mail also does not have to be canceled at the post office. If the post office can 
perform all of these operations on first-class mail, picking it up at boxes scattered 
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all over the cities, sorting it out, canceling it, ete., at a cost of only four one- 
hundredths of a penny per piece, they certainly are to be commended, but I 
do not believe they can, and I am sure you don’t either. If we assume that the 
average wage cost at the post office is $2 per hour, one man would have to 
perform all of these operations on 5,000 pieces of mail per hour, if the cost per 
piece would be only four one-hundredths of a penny. 

The figures presented during the 1957-58 postal rate hearings before the 
Senate committee show that there is no deficit on third-class mail. 

On Friday, August 16, 1957, Mr. Maurice Stans, then Deputy Postmaster Gen- 
eral, stated that the total allocated budget expenditures for third-class mail ran 
$471 million, and that the estimated reallocation of cost for intangible factors 
amounted to $125 million, giving an “adjusted cost for revenue requirements” of 
$375 million after adding in the nonbudgetary items. The total revenue derived 
from third-class mail was $266 million. This left a deficiency in revenues of 
$108 million. 

On January 28, 1958, Mr. Irving I, Raines, Director of Division of Postal 
Rates said in answer to Senator Yarborough’s question “How much additional 
revenue would be raised by an increase of third-class rates by increasing them 
50 percent?” and Mr. Raines answered, “about $133 million.” 

Third-class rates were increased by the 1958 Postal Act by 33 percent begin- 
ning January 1, 1959, and an additional 33 percent based on the original 12 
cent rate, effective July 1, 1960, or a total of not 50 percent, but 66.7 percent. 
On this basis, if we are to believe the figures given us by the post office, third- 
elass bulk mail is actually paying more than its share of the cost of mailing. 

You may say that the above figures are not up to date. Yet, on April 9, 
1958, Mr. Hyde Gillette, Assistant Postmaster General, wrote a letter to Senator 
Dirksen which I quote: 

“This $108 million represents adjusted losses for fiscal 1956, the latest year 
for which complete data is available. NHowever, postal costs have increased 
substantially by fiscal 1959, the year in which the new postal rates will become 
effective. To provide a realistic cost picture the Department added to third- 
class costs an additional sum to reflect a pro rata share of the higher costs of 
railway transportation and postal wages, contained in the President's budget 
for fiscal 1959. This would add not less than $25 million to third-class costs, 
leaving a remaining loss of $133 million which is approximately the amount of 
additional revenue which would be obtained from enactment of the postal rate 
bill.” 

The Post Office asked for and got a 67-percent increase in third-class rates 2 
years ago, which according to their own figures was sufficient to make third 
class pay it own share. (Maybe more, depending on whose figures you take, as 
Mr. Raines stated that a 50 percent increase would produce $133 million, while 
Mr. Gillette was talking about the actual 67 percent increase, which he suid 
would also produce $133 million.) Now, they come back and ask for another 
increase of 20 to 40 percent. If the costs of post office operation have gone up 
by from 20 to 40 percent in just 2 short years, it would seem absolutely impera- 
tive that something be done about this immediately, but I don’t really believe 
that there has been this much of an increase. 

Let me say in closing that we, as a user of third-class mail, are not asking 
for a subsidy. We are more than willing to pay our fair share of the cost of 
delivering the mail we send out. 

A small business like ours must in the face of such formidable opposition 
look to you, our Representatives, for protection against unrealistic and unfair 
taxation like these proposals, which can only serve to—step by step, and stamp 
by stamp—put us out of business. 

We ask that you as a committee carefully consider the facts—not only those 
presented by the Post Office officials—but those presented by the users of the 
mail. Examine carefully the figures presented to you—and also examine the 
effect that the proposed increases will have—both on the many small businesses 
that use third-class mail and their many employees—and on the economy as 2 
whole. Then—I feel sure you will agree that no further increases are either 
justified or necessary at this time—and that these proposed increases will most 
probably do more harm than good. 
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STATEMENT OF CHARLES F. Myers For BLAIR QUALITY PRODUCTS, DIVISION oF 
MortoON MANUFACTURING CoRP., LYNCHBURG, VA. 


My name is Charles F. Myers. I am secretary-treasurer of Morton Manu- 
facturing Corp., Lynchburg, Va. 

Our business was established over 40 years ago. We manufacture and sell 
a general line of toilet preparations, food specialties, flavorings, household 
products, medicinal products, and certain toiletry and medicinal specialties. 

Blair Quality Products, one of our trading divisions, distributes a general line 
of more than 200 products through dealers, trading on their own account, who 
sell to consumers through house-to-house Cails. 

Our sales are predominantly promoted through the use of the postal service, 
largely through third-class mailings. 

We met with reverses in the formative years of our operations in attempting 
to sell Blair products to the wholesale and retail trade through salesmen and 
the use of newspaper and magazine advertising. We then turned to direct 
selling and to the use of the U.S. mail to recruit dealers and promote sales, 
From the very beginning, our entry into the direct selling business and pro- 
motion by mail was rewarded with increased sales. 

We pay sincere tribute to the postal system, operating for the benefit of all the 
people, that afforded us a service that played such an important part in the 
growth and development of our business through the years. 

The proposed increases in H.R. 11140 and 13 other companion bills would have 
a disastrous effect upon the growth and development of our business because of 
the importance of the third-class mail in recruiting new dealers. We believe 
the increased bulk third-class minimum cbarge of 2% cents, effective July 1, 
1960, will have a very drastic effect on profitable operations and to be con- 
fronted with the additional proposed increase to be effective January 1, 1961, 
would make it almost impossible to continue successfully. These additional pro- 
posed third-class rate increases are considered to be prohibitive. We have been 
confronted with this problem of increased third-class rates for some time and 
frankly have been unable to find any other means of promotion that would 
satisfactorily replace the use of third-class mail. In fact, as you well know, 
there is no competing service available. 

If we are forced to reduce the quantity or to leave third-class mailings out of 
our operations due to the proposed increased rates, not only will we suffer 
through the loss of profits, there will be a corresponding reduction or complete 
elimination of our income-tax payments to the Federal Government. The postal 
revenue would also be proportionately reduced and should we be forced to dras- 
tically curtail our Blair operations, a large number of employees in Lynchburg 
and Memphis would have to be released. They, together with their families, 
would be seriously affected by it and it would result in a corresponding reduction 
in purchasing power. 

Last year our account with the Post Office was almost one-half million dollars. 
Under third-class mail we sent out approximately 5 million mailings at a postage 
cost of over $85,000. These third-class mailings, as dropped in the post office, 
were set aside for deferred handling until all first-class mail had been processed 
and, therefore, should logically take a much lower rate than first-class mail. 

The purpose of our third-class mailings is to promote sales and as a result we 
received under first-class mail over 190,000 applications for sales outfits, or a 
return of 3. 8 percent of prospective dealers who showed an interest in selling 
our products. These mailings produced approximately $35,000 in first-class 
postage to cover incoming letters and orders. Our outlay in third-class postage 
also resulted in our own further expenditure for other classifications and services 
of some $375,000. This amount does not include money order fees paid by our 
dealers for many thousands of money orders which we receive daily in large 
volume. You can see from the above that other postal revenue will be adversely 
affected, should we have to curtail or abandon the use of third-class mail. 

We know that the prevailing third-class mailings produce great postal volume 
for all other classes. They serve our business in its growth and because of this 
growth there is general economic improvement not only in our immediate areas 
but in all localities in which the dealers reside. The growth of our business will 
be severely retarded should the rate increases now scheduled for July 1st be 
followed by the proposed increase to be effective January 1, 1961. I sincerely 
believe that this applies with equal force to other businesses whose income 
depends primarily upon the use of postal service. 

Thank you. 
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JUNE 1, 1960. 
Post OFFICE AND CIVIL SERVICE COM MITTEE, 
House of Representatives, Washington, D.C.: 

The Oral Roberts Evangelistic Association, Inc., of Tulsa, Okla., wishes to 
respectfully and earnestly protest the proposed increase in postal rates on 
second-class mailing materials, as this relates to the various publications 
regularly mailed by us. 

The Oral Roberts Evangelistic Association is a nonprofit religious organi- 
zation Which distributed last year approximately 50 million pieces of religious 
literature in 110 languages to the people of 154 countries of the world. We 
are also meeting the needs of people through our distribution of books, booklets, 
radio and television programs, films, tape recordings, Bibles, and through 
evangelistic crusades here and in foreign countries. 

Bach month we regularly mail some 700,000 magazines on a subscription 
basis, comprising three publications—Abundant Life, Daily Blessing, and Junior 
Partners. The first issues of the Spanish edition of Abundant Life, will be 
mailed in July. 

An increase of one-half cent per piece minimum over and above our regular 
mailing rate would increase our annual magazine mailing costs by $42,000 (an 
increase of 350 percent). This could mean that we would have to discontinue 
publication of these magazines—a tragic circumstance in the effort we are mak- 
ing to spread the Gospel. 

Following is a schedule of our magazine circulation and mailing costs which 
illustrates the above statement: 


Name of magazine Number Postage Proposed 
mailed costs costs 
385, 000 $659. 00 $2, 584. 00 
58, 000 51.00 341. 00 
Total for May 707,000 | ‘1, 013.00 | 4, 548. 00) 


We respectfully submit our opinion that such a postal rate increase is not 
warranted and is completely impossible for a nonprofit religious group as our- 
selves which is able to carry on such a religious work largely because of the 
benefits extended to us in mailing these materials, 


Yours in sincerity, 
Hart R. ARMSTRONG, 


Crusade Administrator for Oral Roberts. 

The Crarrman. Since we have completed the list of witnesses 
rather hurriedly this morning, in view of the position of the Post 
Office Department, there does not seem to be any controversy about the 
rate on these second- and third-class nonprofit organizations. It ap- 
pears that we are all in agreement as far as publishers of your 
magazines are concerned, and the Postmaster General, and I am 
sure the committee. So, thank you, gentlemen, for being here this 
morning, and if there is nothing else to be said by any of you who are 
present, the committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 11:05 a.m., the committee recessed to meet at 10 a.m. 
on Thursday, June 2, 1960.) 
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THURSDAY, JUNE 2, 1960 


House or REPRESENTATIVES, 
CoMMITTEE ON Post OFrrices AND CIVIL SERVICE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:35 a.m., in room 215, 
House Office Building, Hon. Tom Murray (chairman of the commit- 
tee) presiding. 

The Cuamman. The committee will be in order. 

Hearings will be resumed on postal rate legislation now pending 
before the committee. 

Mr. Davis? 

Mr. Davis. I want to make a request for unanimous consent; Mr. 
Oliver asked me to make this request for him because he had to go to 
another committee. 

In view of the letter dated May 31, written by the Postmaster Gen- 
eral to the chairman of the Post Office and Civil Service Committee 
dealing with the within-county postal rates in second-class mail, Mr. 
Bernard E. Esters, chairman of the National Editorial Association 
Legislative Committee, wired Congressman Oliver yesterday, giving 
his views regarding that letter and the pending legislation and I would 
ask unanimous consent that this telegram from Mr. Esters to Con- 
gressman Oliver be inserted in the record at this point. 

The Cuarrman. If there is no objection, the telegram will be entered 
in the record at this point. 

(The telegram referred to follows :) 

WASHINGTON, D.C., June 1, 1960. 
Representative JAMES C. OLIVER, 
House Office Building, Washington, D.C.: 

The National Editorial Association, speaking for 8,000 weekly and small daily 
newspapers, has noted the letters from Postmaster General Arthur FE. Summer- 
field to Chairman Tom Murray of the House Post Office and Civil Service Commit- 
tee which were put in the record of postal rate hearings on June 1. NEA would 
like the committee to know that the Post Office Department “withdrawal” of its 
demand that free-in-county rates be abandoned did not result from secret con- 
ferences between spokesmen for the hometown press and Post Office Department 
officials. We have had no breakfast dates or other meetings with Department 
officials and were surprised—even though gratified—by the sudden reversal of 
the Department’s position on this vital question. NEA would like to make 
certain that the Post Office Committee understands that the opposition of the 
hometown press to postal rate increase has not been eliminated by the surrender 
of the Post Office on free-in-county. If you will refer to my testimony of May 
26, you will note that the NEA survey of the impact of proposed rate increases 
on the hometown press showed that 35 percent of the extra cost would result 
from the proposed increase in per copy rates. Even if free-in-county is retained, 
weekly and small daily newspapers will still be hit hard by the Department bill. 
Many small papers including my own benefit from within-county rates only to 
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a minor degree. NEA remains unalterably opposed to the Department's rate 
proposals. On behalf of NEA, I want to express deep appreciation for the 
friendly interest and strong support you have already shown in this most 
important problem. I would appreciate it if you would set the record straight 
by reading this message into the hearing record. Thanks and regards. 
BERNARD E. ESTERS, 
Chairman, National Editorial Association Leyislative Committee. 
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The Cuarrman. The first witness at this time is Mr. David W. 
Brumbaugh, executive vice president, Time, Inc., accompanied by Mr. 
Evan Ingels, assistant production manager. 


STATEMENT OF DAVID W. BRUMBAUGH, EXECUTIVE VICE PRESI. 
DENT, TIME, INC.; ACCOMPANIED BY EVAN INGELS, ASSISTANT 
PRODUCTION MANAGER, NEW YORK, N.Y. 


Mr. Brumpaven. Mr. Chairman, I have a prepared statement which 
I believe is before you, with your permission I will proceed. 

The Carman. I was just wondering if you could not highlight 
the statement and it will be printed in full in the record in view of 
the time element and the fact that we have several other witnesses to 
appear here this morning whom we would like to hear, I would ap- 
preciate your summarizing your statement as much as you could and 
then your entire statement would be put in the record. 

Mr. Brumpaven. Mr. Chairman, I spent a lot of time preparing 
this statement and I will proceed as expeditiously as I can and I 
would appreciate your warning me at some point before I come to the 
end of the time you allot me. I will read this as fast as I can and I 
will summarize it as I go from time to time. 

The Cuamrman. We have four witnesses this morning and we have 
a little over an hour for the presentation of testimony. I am wonder- 
ing if you could not confine your remarks to 15 minutes and we will 
give each witness 15 minutes. 

Mr. BrumpavueH. Well, sir, I will do the best I can to summarize 
this statement. 

In the first place I think that it is a shame to be here again in such 
a short period after the last postal rate increases were enacted into law 
and before the last enacted postal rate increase has become effective. 

In the last 8 years we have had put in 67 percent increases on postal 
rates on editorial matter appearing in magazines and a hundred- 

ercent increase on advertising matter appearing in magazines, the 
ast rate increase being scheduled to go into effect the first of 1961. 

I also feel badly because we appear in an aura where the Post 
Office Department, in my opinion, has not correctly interpreted the 
Postal Policy Act enacted in 1958. 

The Post Office has consistently refused to supply proper figures to 
the Post Office Committee in the light of the Post Office Act. For ex- 
ample, exempt, free-in-county, and classroom publications lost $80 
million according to the Post Office figure. The Postmaster General 
deducts only $4 million as the public service cost of this operation. 

Evidently in doing so it expects other users of the mails to make 
up for this deficit. 

In spite of the Post Office experts such as Mr. Donaldson and Miss 
Aitcheson, the Postmaster General has, until this year, consistently 
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released figures on individual publications as to the amount that they 
lose in being carried through the mails. 

I would like to read from page 4 of my statement : 

In a brief of the Post Office Department before the Civil Aeronau- 
tics Board dated March 8, 1960, the Post Office Department’s own 
expert, Dr. Beatrice Aitcheson, 1s quoted as follows: 

Any attempt to develop only a part of the Department’s cost of handling only 
a part of one class of mail can be but an academic exercise in arithmetic, in 
the absence of costly, time-consuming studies of the specific mail involved. 

We hope that the Post Office will refrain in the future from releas- 
ing these ill-considered figures. 

Their formulas are not accurate. 

Mr. Porrer. I wonder if I might interrupt the gentleman to ask if 
he has engaged in correspondence with the Post Office about these ill- 
considered figures or policy. Has your organization objected directly 
to the Postmaster General ¢ 

Mr. Brumpavuen. Yes, Congressman Porter. I had a discussion 
with Postmaster General Summerfield very shortly after he came into 
office and I also had a session with Mr. Stans at that time and we dis- 
cussed the postal rate problem. And at no time did we say that some 
postal rate increases would not be in order. 

However, when he released these particular figures, naturally we had 
to make quite a study of them in order to ascertain the true facts. 
And we came down to the Post Office, we got the facts and figures. We 
hired Messrs. Ernst & Ernst and Cresap, McCormick & Paget to help 
study those figures and come to our conclusions. 

We presented those figures before this committee and before the 
Senate Committee and to the Post Office Department in general. The 
president of my company and I had a long talk with Postmaster Gen- 
eral Summerfield before the hearings of 1957, I explained to him our 
position about these figures in great detail and I told him I was so 
confident. of our analysis of these figures that I would like it very 
much if he would select an outside accounting firm and let his people 
and my people appear before that firm to debate these figures and to 
come out. with a correct conclusion. 

That offer on my part was not accepted and I wish it had been be- 
cause I am very confident of my figures. 

Mr. Porter. Apparently the clergy who saw the Postmaster General 
yesterday had better success than you did. 

Mr. Brumpavan. I also want to state I had a number of sessions with 
Mr. Stans, one in December of 1956, before the 1957 hearings. I 
talked with him in detail about his way of getting at the public service 
which I thought was wierd and unrealistic I also had some corre- 
spondence with him at that time, urging him to adopt a realistic posi- 
tion on the heavy versus the light pieces of mail and on the public 
service aspects of the Post Office. 

I really do not know what else I can do in order to get together with 
this postal administration and try to discuss the facts. 

Mr. Porrer. It has been your position that the Postal Policy Act 
of 1958 has not. been carried out to subtract the public service cost 
from the cost of handling the mails and secondly the cost-ascertainment 
system does not accurately reflect the cost of transporting the various 
matter ? 
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Mr. Brumpaucu. That is quite correct. 

Mr. Incets. May I give you an example, please, sir? I am one of 
the team who had to spend a lot of time on these figures. I came down 
to to the Post Office Department personally. I have here photostatic 
copies of how the figures on the individual magazines and on the sub- 
classification of magazines are made up which were given to me at the 
time they were released here to the committee. This is based on the 
1952 system. This system is still essentially intact. 

I checked the Department 2 or 3 weeks ago and it is in use today. It 
is a system of simple statistical averages. And here in the cost-as- 
certainment report which is given to ev verybody, mail users, Congress 
and and so on, to study is a schedule which purports that this is a 
detailed segregation of the revenues and operation of second-class mail 
and fourth class. 

It says here actual obligation. They used to, up to 1956, have a 
per oan at the foot saying these are arrived at by processes of statis- 

cal approximation. Now there is no qualification although they are 
ss up the same way. I would like to have someone on this com- 
mittee challenge the Post Office Department the next time they are 
here. 

You all may know that free-in-county mail is allowed that privilege 
only when there is no city or village carrier service. It must be either 
box pick up or rural delivery, otherwise you cannot have free-in- 
county. Yet in the allocation in cost in 1952 over 25 percent of the 
costs are for city carriers. 

Mr. Porrer. What I really want to know is have you put these 
facts to the Postmaster General yourself? 

Mr. Incets. Yes, sir. 

Mr. Porrer. And has he replied to you satisfactorily or unsatis- 
factorily? You have a right as American citizens to go direct to him 
and get answers from him and your Congressman will help you get 
answers if you do not get those answers. That. helps us in this com- 
mittee in this very complex field to see this clash and we can make up 
our minds better. I wonder if this has been done? 

Mr. Incers. Mr. Brumbaugh has had many conversations. I have 
letters here from Mr. Stans and myself to the point where we are on 
a first-name basis and have reviewed and reviewed these figures. In 
Mr, Brumbaugh’s statement he says that the last page of the hearings 
here in 1957 contain a telegram in which we challenge the facts as 
given by the Post Office Department to ask to appear before you with 
anybody the Post Office Department cares to bring up here and debate 
these figures. This was not fulfilled. 

When we get through today we are going to challenge them ayain. 

The Cyamman. What is the average postage you are paying ¢ 

Mr. Incexs. Today it runs 214 to 334 cents for Life depending on 
the weight. Unfortunately the magazine industry is not doing so well 
and our advertising has fallen off. 

Mr. Rees. What postage do you pay for Time? 

Mr. Incets. Less than 2 cents. 

Mr. Rees. About a cent and a half? 

Mr. Incets. Something in that neighborhood. 

Mr. Rees. You pay a cent and a half to send Time magazine any- 
where in the United States. 
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Mr. Incets It isn’t just anywhere because you have to remember 
the way we handle and package our mail so that the average haul is 
shorter and the work to be done is shorter. Thus we are paying lower 
gone rates for our magazines than the average, 

Mr. Rees. I just wondered how much the Government got for han- 
dling your magazines 4 

Mr. Incets. The Government gets a tremendous amount of money 
from our company. 

Mr. Rees. That is because your business is good. 

Mr. INcexs. It is not the best today, sir. 

The CuatrMan. The average postage is about a cent and a half 
on the average copy of Time sent through the mail. 

Mr. Incets. That is correct, sir. 

Mr. Brumpavucu. I would like to demonstrate to you some of the 
work we do to make it very easy for the post office to handle Life. 

Mr. Incets. The Post Office has issued this nationwide integrated 
transportation plan. In it they have a pull-out chart which shows 
that six basic categories of handling a residential piece of first-class 
mail. Within these categories are many piece handlings and sortings. 
They show a total of a little better than 10 hours allowed time from 
the time it is picked up in a corner mail box to the time that it is 
delivered to a carrier to be delivered out at the other end. 

In the case of Life. 1 am sorry, perhaps you cannot see but here 
is a typical sack of Life as it goes in the U.S. mails. Ninety-eight 
percent of all our copies go like this. This particular sack is Wash- 
ington postal zone 15, Chevy Chase, Md. 

Mr. Porrer. Can you lift it ? 

Mr. Incets. Yes, sir. It is heavy but I can lift it. 

Mr. Rees. How much does it weigh ¢ 

Mr. INGELs. About 70 pounds. 

Mr. Rees. How much does each Life magazine weigh 4 

Mr. Incets. Around 12 or 14 ounces. Of course, it is a seasonal 
business with advertising. In peak seasons it is a little more than a 
pound, in light seasons it can get as low as 12 ounces. We address 
the copies in this sack. We separate them to zone. We put it in 
the sack for the Department. We put it in our trucks or the printer's 
trucks, take this particular sack to the B. & O. siding in Chicago, we 
load it on the train and pay for the train, it is an express car, It 
comes down here to Washington. We pay a local carriage firm to take 
it over to the post office receiving dock. It never goes in the post 
office. It is still this one sack. It is tossed on with a lot of other 
sacks of mail going to zone 15. 

And for the first time this sack is broken open 

Mr. Rers. Who does that ? 

Mr. Incers. This is now within the postal service for the first 
time. Here are all the copies addressed. ‘The man merely snips it 
open—which I will not do here—and makes a sorting for various car- 
riers down on the route. We pioneered with the Department a new 
tremendous thing we are going to do and it will be > by a lot of 
other mail users we hope. ‘Today we keep our zones in alphabetical 
order. With our new electronic systems we are going to put these 
copies in street and number order. 
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We tested it with the operating people in the Department and 
they can handle it 58 percent faster in sortation. 

The Cuamrman. How many times have you appeared before this 
committee in opposition to increased postal rates ¢ 

Mr. Incets. This is the second time. 

Mr. Davis. You mentioned the express cars that you use from 
Chicago to here and then you paid the cartage. Do you get any 
reimbursement for that ? 

Mr. Incexs. No, sir; because of the zone system of paying rates we 
enter herein Washington. We pay the local zone rates. On a pound 
copy this would be, as this rate bill runs its course, as of January 1, 
1961, would be about 234 cents a copy. But Life is just a sack until 
it goes to the carrier. And this is the way 98 percent of our mail 
travels. The other 2 percent is smaller towns but we code that down 
to RPO codes. 

The CHarrman. What do you think should be done about this 
tremendous deficit in the Post Office Department which has been 
occurring over the years now ? 

Do you think the Post Office should be self-sustaining other than 
public service 

Mr. Brumsaven. I think in a general way after proper credit for 
public service it should be self-sustaining if and as over a period of 
time it develops some efficiencies that are somewhat comparable to 
what goes on in industry. 

The Cuarrman. As you know, postal expenses have been increasing 
over the past several years and transportation costs have been increas- 
ing. Would you not expect the rates for mail to be increasing at 
the same time? 

Mr. Brumsavenu. Mr. Chairman, since 1952 the cost of handling a 
first-class letter has gone up over 33 percent. In that period the 
cost of living has gone up something less than 10 percent. The 
wholesale commodity index has gone up something less than 10 per- 
cent. We, for example, have in Chicago a subscription service de- 
partment which is largely a filing department and a handling depart- 
ment of mail, and so forth, and our costs have gone up 65 percent 
for an hour of labor in the last decade. 

Our cost of handling a subscription is down 15 percent. It seems 
to me that it’s incumbent on the Post Office Department when it 
comes in before this committee asking for rate increases in addition 
to the 100 percent that has been imposed on advertising in one 
decade to bring in some testimony having to do with the efficiencies 
of the Department in some manner comparable with those of industry. 

Mr. Porter. Mr. Chairman. 

The Cuarrman. Mr. Porter. 

Mr. Porrer. Mr. Brumbaugh, what percentage of your actual 
costs to the Post Office do you think should be allocated to public 
service? Not magazines as a whole but what percentage should the 
general fund pay of the costs, whatever they are / 

Mr. Brumpaven. That is rather difficult to answer, per se. Cer- 
tainly the first point I make is that these free-in-county and religious 
publication and others, the loss on them should be removed from—— 

Mr. Porter. Yes, those things are subtracted. Then get down as 
to what your actual costs are on a cost ascertainment system and let 
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us say Whenever it is a hundred percent, of that how many cents of 
that dollar for carrying second class mail ought to be taken out of 
the general fund and what ought to be gotten from rates? 

Mr. Brumpavueu. I testified before this committee and I believe you 
heard me, it is my belief and contention that the cost accounting for 
second class mail should be on an out-of-pocket basis. The Depart- 
ment has agreed with that principle in general and I came before 
this committee 

Mr. Porrer. You mean individually for each magazine ? 

Mr. Brumpaucu. | would say that should be true for categories of 
mail, of second class. And the Department advocated that for a long 
time and brought in—it had a great. big study made—— 

Mr. Porrer. You mean a hundred percent out-of-pocket cost for 
second-class mail. 

Mr. Brumpaueu. I think that the various classifications in theory 
should pay something approaching their out-of-pocket cost. 

Mr. Porrer. Do you think second class mail is an integral part of 
the postal system / 

Mr. Brumpaucu. Yes, of course, it is an integral part of the 
postal system. We do know indeed that pretty much throughout 
the civilized world that second class matter is carried at fractions 
of its cost. This is not a policy that is unusual in this country 
only and I certainly feel that there should be special rates made 
for second class matter and indeed such was—such a policy was 
contained in the postal policy. 

Mr. Porrer. I was trying to get your considered opinion as to the 
percentage, what percent ought it to be? I know you have done a lot 
of work in this field. 

Mr. Brumpaueu. We will start with the fact that the out-of-pocket 
costs are around 50 percent of the fully allocated cost. The Depart- 
ment has told us those figures and I think that that ought to be a kind 
of a par to shoot at. Now when you come to shooting at it you have 
this very strange and historical, very odd second class rate structure, 
whereby the costs as we know are almost entirely occasioned or very 
largely occasioned by the handling of pieces of mail but where the 
revenue for the most part has been based on weight with the minimum 
piece rate that is quite unrealistic. 

Therefore, we know that many billions of pieces of second-class 
mail travel through the mails for a fraction of a cent a piece, which 
nowhere matches the cost, even the out-of-pocket cost. We have a 
strange historical rate structure of that kind, and whatever you do it 
is very difficult to change the whole nature of the beast without rais- 
ing the minimum piece rate by a very large amount. And I think I 
have applauded the policy in extending special rates to these small 
magazines and to the religious publications, and so forth, and I do not 
suppose that its about to be changed overnight. But when we come 
to a condition where a magazine like “Life,” and I think we proved 
that pretty well before this committee before, more than pays its 
out-of-pocket cost I think that we have proceeded beyond the logical 
economic limit of imposing rate increases primarily on weight. 

Mr. Porter. The Postmaster General comes to us and on the basis 
of extended studies tells us that at the end of the present. period 
second class people will only be paying 26 percent of our allocated 
cost. 
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Mr. Brompaven. Yes. 

Mr. Porrer. And the public and others see this and say, “Why, this 
is terrible.” And they have a right to say that on the basis of what 
they know. They come to us and say, “You should increase these 

rates so that these people will pay for the services they are getting, 
pay more.” 

That is why I am interested in whether or not you had the Post- 
master General answer your various contentions and whether he did 
answer them because this is a complex matter and apparently needs q 
lot of work before we can hope to understand it. 

Mr. Brumsauen. I have done my best and have one more idea in 
that connection which I would like to give you before we finish. 

Mr. Jonansen. Mr. Chairman. 

The Cuamman. Mr. Johansen. 

Mr. Jomansen. Your associate is Mr. Ingels, am I right? 

Mr. Incrxs. Yes, sir. 

Mr. Jonansen. If I understood you correctly you made some pass- 
ing reference to the state of business and the fact that it was not as 
good as it might be so far as the firm is concerned ? 

Mr. Yes, sir. 

Mr. Jonmansen. Am I correct in the understanding that the net in- 
come was up last year, 1959, as against 1958, for the firm ? 

Mr. Inetes. Mr. Brumbaugh is the treasurer of our company. 

Mr. Brumpauen. It was up very slightly. 

Mr. Jonansen. Am I correct in my understanding that the net 
advertising revenues were up between 9 and 10 percent in 1959? 

Mr. Brumpauen. I believe that is correct. May I position that for 
you a little bit, sir? 

Mr. JonHansen. Certainly. 

Mr. Brumpaven. In 1950 our company had a net income of $8.5 
million on a gross of $134 million. That was a 6 percent return on 
the gross income. 

Mr. Jouansen. This was what year ? 

Mr. Brumpaven. That was 1950. 

I do not believe that is considered an exorbitant profit. 

Mr. Davis. Was that after taxes ? 

Mr. Brumpaven. After taxes. 

Mr. Ress. $8.5 million after taxes ? 

Mr. Brumpavuen. That is right. That is a 6 percent return on the 
gross which is considered a rather thin margin in industry generally, 
I believe. Now in 1959, you might say a decade later, our gross had 
slightly more than doubled to $270 million and our net income was $9 
million. It was up $500,000, although the gross had more than dou- 
bled. And the percentage of return after taxes was 3.3 cents on the 
dollar gross. Which I submit is a very thin profit margin. 

And I might add to that that we have some other aspects to our 
business besides just the publishing and that the return on the other 
part of the business was distinctly better on the gross dollar sales than 
the publishing side was. 

Mr. Jonansen. I wondered whether you wanted the record to indi- 
cate that on the basis of ability to pay, which certainly in my judg- 
ment is not the only criterion by any manner of means and I do not 
imply that, but whether you wanted the record to indicate that on 
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the basis of ability me just is not the ability to pay the higher rate? 

Mr. Se ae do not plead lack of ability to pay proper 
postal rates. I do object to the implication that has been made and 
drawn many times that the large circulation magazines were wal- 
lowing in such a sea of advertising and circulation income that 
they had a hard time not making a big profit and so forth. Such is 
not the case. 

I just simply want to position the record to say that it is not a high 
profit industry and let it go at that. We do not object to paying 
what we consider to be proper postal rates. 

The Cuatrrman. What do you think should be done about this 
a deficit ? 

fr. Brumpauen. I think that the postal poliey act should be car- 
ried out. I think that the Post Office should prepare its figures on a 
consistent basis. I think it should correct the figures which it itself 
has admitted were wrongly prepared and presented to the committee. 
And I think that the Post Office w hen coming before the committees 
of Congress asking for postal rate increases should also bring a thor- 
ough and well-prepared presentation as to the efliciencies which they 
are putting into effect. 

Because if they were to properly effectuate this policy on public 
service costs and to substitute a 10 percent improvement in their 
operations there would be no postal deficit. 

The Cuairman. What about the increases in salaries for the postal 
personnel and in the transportation rates ¢ 

Mr. Brumpaueu. I think they should be offset to some extent by 
efliciencies as they are in private business. If we had had the same 
increase in our physical costs of producing and distributing our 
magazine in the last decade that there has been in the postal service 
we would have had an $18 million additional cost bill and we would 
_ be before you today because there would be no Life magazine. 

I do not think these increases in the cost. of an hour of labor should 
be accepted as an inflationary factor. Everybody knows industry 
has got to offset inflationary factors by efliciencies. 

I do not think the Post Office should be exempt from this require- 
ment. It is remarkable to me they should come before this committee 
with no preparation and statement on efficiencies whatsoever. 

Mr. Porrer. Certainly, Mr. Summerfield has sent out his share of 
releases about efficiencies in the Post Office Department. Do you feel 
that the Post Office Department has not been making the changes in 
its procedures that it should have been making in the last, say, 7 
years ¢ 

Mr. Brumeaven. I think the record shows pretty complete lack 
of progress in terms of holding down their unit cost. The cost of 
handling first-class letters is up 33 percent since 1952. 

Mr. Porter. They have had a much greater volume of mail. 

Mr. Brumpavuer. That should help them to keep down their costs. 

Mr. Porter. Its your opinion that its rather an inefficient operation ? 

Mr. Brumpaven. They have testified before you that it’s essentially 
a manual operation just as it always was and that in their Washing- 
ton Post Office they have just one machine going which sorts letters 
and so forth. 
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The CuHarmrman. How much would that help with the distribution li 
of magazines, that machine? That is just for letters; is it not? . 


Mr. Brumpauau. I would not suppose there are no efficiencies to 
be obtained in the Post Office in handling all sorts of mail. I would 
certainly suppose something could be done everywhere. Industry } | 
has to do it or it could not possibly offset inflation. 

Mr. Jouansen. Mr. Chairman, I would not attempt to quote the 
figures but I am positive we have had testimony before this committee 
from the Department and the representatives of the employees regard- 
ing the increase in volume of mail in relation to the increase in num- 
ber of personnel. 

Do you not feel that that figure—the fact that the increase in 
volume has been substantially greater than the increase in personnel— 
reflects some efficiencies and economics ¢ 

Mr. Brumpaueu. They do not seem to have added up to very much, 
Congressman, when the cost of handling a first-class , ove has gone 
up 33 percent since 1952 or 1953. I must say I have read this report 
to Congress, this letter from the Postmaster General, and I defy you 
to find anything in here of the length of one paragraph about effi- 
ciencies. 

Mr. Rees. Awhile ago one of you suggested that you pay 21% cents 
to send a magazine after it goes into the zone to the person to whom 
it belongs. In other words, the gentleman here has very carefully 
explained, and well explained, the service you render in handling 
this mail up to the zone. Then after it gets into the zone the Govern- 
ment takes over; is that right ¢ 

Mr. Incets. That is correct, sir. 

Mr. Rees. I think you told me a magazine weighs about 1 pound ? 

Mr. Incets. It varies. 

Mr. Rees. It varies but that is approximately right and you say it 
costs—you pay 214 cents for delivering that magazine? 

Mr. Incexs. If it weighs a pound it costs 234 cents. 

Mr. Rees. You pay the Government 234 cents. I just noticed here 
on a 214 cent basis you would deliver a pack of mail, 35 pounds 
is as much as one carrier is supposed to take and the Government 
would get 88 cents for delivering that pack of mail wherever it goes. 
But they pay the mail carrier now $2.23 an hour and he can’t do it 
in an hour; can he? 

Mr. Incexs. I would like to speak to that question. I am not an ex- 
pert on the workings of the Post Office Department but I think a lot 
gets said about the carrier. I live in the suburbs of New York City. 
The mail is delivered by my postman, whom I like very much, in an 
automobile just as it is in much of this mushrooming suburbia. 

The Cuairman. You live in a residential section where the houses 
are grouped close together. 

Mr. Irwin. He in fact lives in Greenwich, Conn., in my district. 

Mr. Incets. They are delivered by a guy in a righthand truck who 
leans out of the window. In the Post Office system of allocating costs 
they allocate the carrier cost 80 percent to the piece factor and but 20 
percent to weight so in their own judgment there is no question it is 
the number of pieces and number of stops that a carrier has to make 
and we have heard a great deal about pull carts, caddy carts, right- 
hand trucks, and I submit that the old day of a carrier having to de- 
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liver from the central post office all of his mail on foot is fast dis- 
appearing. 

In New York City itself big trucks come and lay out in pickup boxes 
and on the sidewalk the mail to be delivered in whole apartment 
buildings. 

Mr. Rees. They are Government trucks. 

Mr. JouanseN. Then do those not represent improvements in ef- 
ficiency ¢ 

Mr. Incers. We are not trying to impugn the Department. We 
say some have been made. We say if you look at the Consumer Price 
Index, at the wholesale cost index, at our own cost or the cost of indus- 
try you will find in the last 7 or 8 years they have been going up some- 
what less than 10 percent. 

Here you pick up the cost ascertainment report and a letter costs 
better than 33 percent more to deliver in the same time. It does not 
even approach private industry. 

Mr. JoHANSEN. Does that necessarily mean the price we were pay- 
ing prior to the 3314 percent increase on first-class mail and the users 
have been paying since 1952 was not in itself 

Mr. BrumpsaueGu. This is not the rate increase. This is what the 
cost ascertainment 

Mr. Jomansen. Oh, I beg your pardon. 

You say you do not impugn the efforts of the Department to acquire 
efficiency. Ithink you come very close to it. 

Mr. Brumpavuen. I am sorry. We did not intend to. 

Mr. Jonansen. This, after all, is your Post Office Department. It 
will be some other Postmaster General next year presumably. Have 
you offered to your Department any spelled out specific proposals for 
improving the efficiency of the Department? 

Mr. Incets. No, sir. As an external user we have done our utmost, 
and I think the operating people in the Department would say that 
Time and 

Mr. Jouansen. I gathered from some remarks you made that you 
found them very cooperative in improving relationships. 

Mr. Incets. Yes. We have a wonderful relationship. We think 
that is terrific. 

In our testimony we say there are three parties at. fault, we are at 
fault, the Congress is at fault, and so is the Post Office Department. 
We should be sounding the alarm on statistics such as these. If you 
study postal expenditures during the last 20 or 30 years you will find 
it is not just this administration. By our appropriations system 
funds are allocated to run the Department each year and research, 
development, and modernization suffer. Funds for the latter ought 
to be properly appropriated and charged. We should pay our fair 
share. 

Industry does it. In the Postal Department in the last 20 or 30 
years this has not been so. 

Mr. Jowansen. Have you folks had occasion to testify before the 
Appropriations Committee ? 

Mr. Incevs. We are not aware of a vehicle by which this can be 
done. Our bookshelves literally bulge with thousands of pages of 
records of rate hearings and reports having to do with raising prices 
and the material on what we ought to be doing to modernize is a 
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trickle. And I have read through the appropriation’s material each 
year. Sure there is an attempt to show why money is needed but 
until very recently on this broad program upon which they have 
now embarked there has been nothing. 

I personally believe that the mail users are as much to blame. We 
certainly should be trying. In our traflic department we try every- 
thing we can, working with them to cut costs. 

Mr. Jonansen. It would seem to me to be helpful to the Congress 
and to the Appropriating Subcommittee if they could have the benefit 
of your support and your urging of the very thing you mention. 

Mr. Incevs. I could not agree with you more. 

Mr. Brumpauenu. | agree with you. 

Mr. Rees. Would you agree with me on this, that 2.5 cents for de- 
livering this magazine anywhere in the zone where it goes, whether 
it goes to 1216 State Street or RFD No. 4, or 5 or 6, do you think that 
that 2.5 cents or 284 cents pays for that ¢ 

Mr. Incets. I think it covers the out-of-pocket costs. 

Mr. Brumpaucu. We have made extensive analyses of that. 

Mr. Jonansen. | wonder if the real issue here does not go to the 
yardstick we have / 

Mr. Incers. Yes, sir; I think there is a lot to that. 

Mr. BrumpBavueu. It goes very much to the rate structure of second 
class. 

Would you say, sir, that a very small item traveling through the 
mail and paying one-half of 1 cent even though half of it ‘night 
be advertising material was paying its way / “I would think you 
would say it ‘by no means pays its way. And that a piece which 
weighs a pound and which pays 2.5 cents is a much better customer 
than a piece which weighs one-half of a pound and maybe requires 
more handling and pays a half a cent. 

Mr. Rees. I am thinking of this pack of magazines as assigned to 
one carrier as an illustration, he carries 35 or 36 or whatever it is of 
those magazines and the Government gets about 90 cents for the serv- 
ice of picking up those magazines somewhere in the zone, loading 
them on trucks as you say and then perhaps another truck and on 
these caddy car and finally delivers it tothe fellow on 1801-16th Street, 
Washington, D.C. You still think you are paying all the Govern- 
ment is entitled to? 

Mr. InGets. Let me give you an example which we have used just 
as an @Xi imple i in this presentation. 

Mr. Rees. I am trying to give you an example. 

Mr. Incers. In the magazine industry on newsstand sales we have 
only 2 days a week to deliver our magazines, Tuesday and 
Thursday. 

For obvious economic reasons they are pooled together so many 
publishers working through major distributors distribute their maga- 
zines Tuesday and Thursd: ay. 

If you had only magazines to distribute and only third-class mail 
to distribute would you operate carriers 6 d: ays a week on each route / 
Could you not cut your cost 50 percent by going on one route Mon- 
day, Wednesday, and Friday and on another route Tuesday, and 
T hursday , and Saturday # 

Mr. Rees. You say the magazines go along for the ride. 
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Mr. Inoexs. My carrier has first, second, third class mail all in his 
truck. He is out 6 days a week on my route. He does not have to be 
for most of the mail except first but when he is I am saying that if a 
magazine in the truck goes along, when it is available on any day, for 
93, cents. It pays its way. I believe it does. 

Mr. Brumpaven. We ‘retained Messrs. Ernst & Ernst. and Cresap, 
McCormick & Paget to help us analyze this problem and they con- 
cluded that Life was paying its out-of-pocket costs and I would like 
to submit and make a part of the record their implementation of these 
conclusions. 

The CuarrMan. It is so ordered. 

(The information referred to follows :) 

Cresap, McCormick & PAGET 
New York, N.Y., July 29, 1957. 
Mr. Davip W. BRUMBAUGH, 
Vice President, Time, Inc., 
New York, N.Y. 

Deak Mr. BRUMBAUGH: At your request we have reviewed the findings con- 
tained in our letter of January 15, 1954, in the light of testimony presented 
to the House Committee on Post Office and Civil Service by Mr. Maurice H. 
Stans, Deputy Postmaster General. 


ALLOCATION OF POSTAL COSTS 


Since our earlier study, the Post Office Department has made a substantial 
refinement in the allocation of costs to the various classes of mail (table 100, 
Cost Ascertainment Report) so as to reallocate to first class mail certain costs 
or premium charges, traceable to the requirements of that service, which had 
been distributed previously over all classes of mail. 

This is a definite improvement in effecting a realistic allocation of costs, 
but it is somewhat misleading for the Cost Ascertainment Report to refer to 
this reallocation as an “adjustment for intangible factors.” Many of the serv- 
ice factors responsible for the increased costs reported for first class mail are 
tangible and real, as stated by Mr. Stans during the hearings before the House 
committee. Ideally, therefore, such costs should have been charged to the 
proper class in the first place so as to make subsequent reallocation unnecessary. 

The fact that the Post Office Department deemed it necessary to make these 
changes in effect supports the conclusion expressed in our earlier letter that 
the results of cost ascertainment should not be used directly for ratemaking. 
Despite the improvement cited above, cost ascertainment methods still provide 
no analysis of fixed and variable costs of postal operations or of marginal costs 
in carrying specific types of mail. They do not and cannot, moreover, accurately 
reflect certain intangible factors which do not lend themselves to quantitative 
measurement, such as priority of service, degree of preferment, and economic 
value of the mail carried. 

Further, the new reallocation process poses additional obstacles in allocating 
total expenditures for any one class to its various subclasses, and so makes it 
even more difficult than heretofore to determine with any degree of accuracy 
the costs attributable to a single publication. Any statement of individual 
publication “losses,” therefore, is of little value for decisionmaking purposes. 


POST OFFICE COSTS IN HANDLING LIFE 


The ecaleulations contained in our letter of January 15, 1954, were determined 
by applying the Post Office Department’s own evaluation of the relative im- 
portance of number of pieces, pounds, cubic feet, and cubic-foot-miles (in their 
effect on postal costs) to specific statistics covering Life’s use of the mails. 

In disputing the results obtained in this manner, Mr. Stans would appear to 
be taking exception to the methods actually used by his Department in allocating 
costs to the various subclasses and to specific publications. Mr. Stans seems 
to be saying, in effect, that the relative importance of the various measurement 
factors is not fixed but varies with the individual publication. 
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This does not appear to us to be a tenable point of view; accordingly, we 
can see no reason to modify our earlier findings on total post office costs ig 
handling Life. Several comments are made below, however, in reply to specific 
points raised by Mr. Stans on component transportation, delivery, and handling 
costs. 

1. Mr. Stans states that the average unit transportation cost for Life shouiq 
be increased because of its relatively greater density. This is in contradiction 
to the Department’s practice, reflected in tables 40 and 40A of the Cost Ascer. 
tainment Report, by which the relatively lighter types of mail (taking up more 
cubie feet in relation to weight) are charged with more cubic-foot-miles than 
are types with greater density. 

2. Mr. Stans states that “the Post Office Department made no assumption 
that 41 copies of every 100 copies of Life’s circulation are delivered on rural 
routes.” The net effect, however, of applying average delivery costs to Life’s 
mail circulation is the same as though this assumption had in fact been made. 
Mr. Stans further states that the weight of an individual copy of Life creates 
certain delivery problems, implying that the costs assigned to Life should be 
even higher because of this factor. Yet in its own allocation of costs for city 
delivery, the Post Office Department assigns a weighting of 80 percent to number 
of pieces, or four times the importance assigned to pounds. 

3. Mr. Stans uses the test of commonsense to argue that it is unreasonable to 
suppose that the cost of handling Life (weighing approximately 1 pound) could 
be less than the average handling costs for all second-class mail (averaging 6 
ounces). This would appear to be a valid argument only if Life were typical 
of second-class mail in all other respects, and if weight were of greater sig- 
nificance than number of pieces in the effect on postal handling costs. We 
believe that as a result of Life’s relatively small use of the expensive rural 
delivery facilities and Life’s unusual degree of advance preparation for mailing, 
Life actually does cost less to handle than the average piece of second-class mail, 


“LOSS” ATTRIBUTED TO LIFE 


Total per piece handling costs for Life were estimated in our earlier letter to 
be 4.688 cents, resulting in a net deficit of 1.7 cent per piece after crediting 
actual postal revenues from Life. This was computed on the ‘fully allocated” 
basis then used by the Post Office Department, and it was termed a “paper 
loss” since there was no way of determining what percent of the total costs 
charged to Life were direct or out-of-pocket costs. It was noted that, should 
the direct costs of Life be less than 65 percent of total allocated costs as seemed 
likely, Life could be shown to produce a “profit” over direct costs. 

As a result of the Department’s reallocation of costs for “intangible factors” 
(many of which are tangible and traceable to the requirements of first-class 
mail), the postal handling costs for second-class mail are reduced by approxi- 
mately 50 percent. The estimates of handling costs per piece, therefore, must 
be substantially revised. The approach which you have followed, involving the 
use of the ratio by which total expenditures for second-class mail have been 
reduced, appears to us to be a reasonable method for effecting this revision. 

On the above basis, the cost of handling Life would be reestimated at 2.é 
cents per piece compared with revenue of about 3.0 cents. This would mean 
that Life is already contributing income in excess of its share of all costs which 
are appropriately chargeable to second-class mail. In the event that some of 
these costs include charges of an overhead nature which would remain even 
if Life were distributed outside the mails, Life could be shown to produce an 
even larger “profit”? over direct costs. 

Very truly yours, 
JOSEPH P. MERRIAM. 


Ernst & Ernst, 
New York, N.Y., June 28, 1957. 
TIME, INC., 
New York, N.Y. 


GENTLEMEN : In accordance with your request we have read the printed tran- 
script of testimony given by Mr. David W. Brumbaugh on March 28, 1957, before 
the Committee on Post Office and Civil Service of the U.S. House of Representa- 
tives. We have also read the statement of the Post Office Department, beginning 
at page 743 of the printed transcript of the same hearings, which refers to Mr. 
Brumbaugh’s testimony. 
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Our participation during 1954 in your study of the cost of handling and trans- 
porting Life magazine covered the verification of data relating to the transporta- 
tion costs of the issue of June 29, 1953. Accordingly, the comments which follow 
are directed to the matters covered in the fourth and fifth paragraphs of page 
745 of the aforementioned printed transcript. 

A statement was made in the fourth paragraph regarding the acknowledged 
density of 57 pounds per cubic foot for Life magazine, and that Life magazine 
should be charged with the unused space in railroad cars that had reached their 
weight capacity. Our report, dated June 14, 1954, covering our examination of 
such transportation and terminal costs, outlines the scope of our review and 
verification and describes the methods used by you in developing line haul and 
terminal costs. The factor of unused space in railroad cars was given proper 
recognition in the costs computed by you, as in those cases where it was evident 
that storage cars were occupied exclusively by Life magazine, the actual unit 
car-mile prices paid to the railroads, in effect at June 29, 1953, were applied 
to the miles hauled from point of entry to the gateway point. In cases where it 
was obvious that cars were not filled to weight capacity, a pro rata portion of 
the cost of hauling a 60-foot car was used, based ou an assumption that 1,000 
pounds of Life magazine represented one linear foot of space in such cars. In 
the latter case it was assumed that the remaining space was used by the Post 
Office Department. Under these circumstances, it appears that the Post Office 
Department did not fully understand the methods used by you in pricing railroad 
car transportation. 

The comment made in the fifth paragraph to the effect that 30 percent of 
transportation costs are not affected by density is assumed to refer to terminal 
costs. In your study, terminal costs are shown separately and represent approx- 
imately 25 percent of the total amount of transportation costs. In developing 
terminal costs, unit prices in effect at June 29, 1953 were applied to storage 
cars used exclusively by Life magazine, and in those cases where is was evident 
that only a portion of a car had been used, the applicable unit cost for each car 
was prorated on the same basis as previously described for line haul charges. In 
situations where unit prices were applicable to transfer of sacks, the unit prices 
mentioned in paragraph designated as No. 7, page 5, of our report were extended 
by the volume of sacks computed for each rail shipment beyond the gateway 
point. In such situations, the density of Life magazine had an influence on the 
computation of the number of sacks, as an average weight of 60 pounds was used 
most often in the study. 

In view of the methods and the pricing data used by you in determining the 
line haul costs, terminal costs and sack transfer costs of a typical issue of Life 
magazine on which, under date of June 14, 1954, we expressed an opinion 
as to reasonableness, we see no evidence in the statement made by the Post Office 
Department in the paragraphs mentioned which invalidates the reasonableness 
of such costs developed in your study. 

Very truly yours, 
Ernst & ERNST. 


Mr. Brumpaucn. I would also, Mr. Chairman, if you would per- 
mit me come to an exhibit which we have here. I have prepared a 
list of questions and answers. 

This is partly in answer to your question, Mr. Porter. 

We have prepared this list of questions and answers included as 
exhibit B which I would ask Mr. Ingels to read and if the Post Office 
Department thinks that we have got the wrong “yes” or “no” answers 
to these simple questions I would like to appear before your com- 
mitee, having not been afforded the opportunity to appear before an 
independent accountant to debate these things, I would like to appear 
before your committee and debate any of these questions with the 
Post Office Department if they think we have got the wrong answers 
on these questions. 

Mr. Lestnsxi. Mr, Chairman. 

The Ciaran. Mr. Lesinski. 

Mr. Lestnsx1. We have two things here to consider, increasing the 
rates or increasing the efficiency of the Post Office Department. From 
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your remarks I am assuming that the efficiency is not very high. May 
I suggest this as an alternate, that you in turn submit either to us, 
the committee, or to the Department what you would think proper 
regulations and procedures for the Post Office Department to enforce 
that would increase the efliciency. For instance the way you handle 
your magazines, you stack them according to the route. Do the other 
magazines do the same thing? Are they following the same idea? 

Mr. Incets. It seems to me over the past few years the post office 
has had management consultants and that sort of thing in studying the 
operations of the Department. I have never seen a total compilation 
published for the public or for the Congress. Maybe it is available 
somewhere. I have never seen it, the results of all those studies and 
recommendations. I realize it must be very difficult to have funds ap- 
propriated for improvements when it looks as though it will add to 
the deficit this year even though on a long-range program it should 
help reduce costs. 

We are certainly no experts. But I would suggest as a starting off 
point that somebody ought to put together the recommendations of 
these many, many associates who have done studies at considerable 
cost, McKinsey, there is a $137,000 worth, that have been done and I 
would like to see a compilation that I think you ought to see of what 
recommendations have been made. 

We have heard some. We have friends in some of these management 
consultant firms and accounting firms who mention there are prob- 
lems and that they think this or that should be done. I have never 
seen it put together. I suggest that is a wonderful base. Mr. Brum- 
baugh was trying to say that when they come before you demanding 
rate increases they ought to submit a report on efficiencies and I 
think the spirit of the public law is this, and that is the spirit in 
which they should come before you. 

The Crartrman. I will have to hurry along. You gentlemen have 
occupied almost an hour. We have three other witnesses. 

Mr. Brumpaven. May I ask Mr. Ingels to read these questions and 
answers. 

The Cuatrman. How long will it take? 

Mr. Incets. Five or six minutes. 

The CnHatrman. Why not insert them in the record ? 

Mr. Porrer. Could we refer them to the Postmaster General to ask 
him to reply to your challenge? 

Let us put them in the record with the Postmaster General’s re- 
sponse, if that is all right with the chairman. 

The Cratrman. That would be very satisfactory. They will be 
inserted together with your full statement. 

(The information referred to follows :) 


STATEMENT ON BEHALF OF TIME INC. 


My name is David W. Brumbaugh. I am executive vice president and 
treasurer of Time Inc., which publishes Time, the weekly newsmagazine, Life, 
Fortune, Sports Illustrated, House and Home, Architectural Forum and various 
foreign editions of Time and Life. In addition, my company has also published 
various books such as “The World’s Great Religions,” “The World We Live In,” 
and “The Second World War” which have been most enthusiastically received 
by the American public. 

On March 28, 1957, and again on April 4, 1957, I appeared before this com- 
mittee when you were considering H.R. 5836, a bill to provide a postal policy 
and to increase rates. This bill eventually became Public Law 85-426. I am 
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happy to note that more than half of the present committee were members at 
that time. 

When Public Law 85-426 was enacted on May 27, 1958, those of us closely 
interested in postal matters hoped that the postal policy declaration would pro- 
vide sensible direction to future postal affairs. To be sure, the new law meant 
we in the publishing industry would have to absorb another round of rate in- 
creases. From the spring of 1952 to the first of 1961—just 8 years—they amount 
to a 67 percent increase on editorial matter and a 100 percent increase on adver- 
tising matter. Such increases, in fact, aggregate far more than any other cost 
increases our industry has had to absorb in that time. But we hoped that the 
masses of analytical work prepared by the Congress, by the Post Office Depart- 
ment and by the many users of the mails would have a profound effect on this 
complex problem. Imagine our consternation when, within 2 years, we are once 
again called upon to argue against a Post Office proposal for still another rate 
increase before the increases of Public Law 85-426 have come into final effect. 
This argument must be made under a continuing atmosphere of misinterpreta- 
tion of postal public service cost by the Post Office Department in complete con- 
tradiction to the postal policy declaration contained in the new law—which I 
will position later in some detail. 

Today I would like to review with you the conclusions—and they are still 
valid—which I presented when I appeared here in 1957 and to analyze the Post 
Office Department’s reaction to Public Law 85-426, as evidenced by its proposals 
and supporting data now before you. 


WHAT WERE THE MAIN CONCLUSIONS OF OUR 1957 TESTIMONY ? 


At the end of my testimony in 1957 I drew the following conclusions based on 
a lengthy analysis of the facts: 

1. Low postal rates are essential for many publications which perform a 
public service by disseminating news, information and educational material, 
a policy reaffirmed in the Postal Policy Act. 

2. When considerations of cost are relevant—as in the case of many com- 
mercial publications—out-of-pocket costs should be the basis of ratemaking. 

3. Ability to pay should not be applied to the degree that one publication 
should pay more than its proper share, i.e., one publication should not be 
expected to pay for subsidies granted to other publications. This has been 
reaffirmed in the Postal Policy Act. 

4. The importance given to weight and distance in second-class ratemaking 
has been extended beyond its maximum logical economic limit and proper 
consideration must be given to a reasonable piece rate. 

5. Advertising matter should not be subjected to punitive rate increases. 

Much of my testimony was supported by reports from the distinguished con- 
sulting firms of Ernst & Ernst and Cresap, McCormick & Paget. All of those 
reports are a part of the record of your hearings on H.R. 5836. I have addi- 
tional letters written by them subsequent to my 1957 appearances which I will 
place in the record a little later. 

At the very end of the hearings on H.R. 5836 the Post Office attempted to 
rebut a few selected parts of my testimony and conclusions without bringing 
out any facts to support that rebuttal. I had only time to file a telegram with 
your committee which appears on the very last page of the record. Via that 
telegram I requested that my company be permitted to appear before your 
committee to debate the facts with the Post Office Department. Unfortu- 
nately that request was never fulfilled. But I assure you that my offer still 
stands. 

RELEASE OF LIFE COST FIGURES 


Drastic increases in second-class rates based almost entirely on weight of 
publications carried—contained in Public Law 85-426—stem largely from the 
mistaken idea that large magazines and large volumes of advertising in maga- 
zines are primarily responsible for the loss in handling second-class mail. This 
is just not so. 

Yet the mistaken idea that large magazines and large volumes of advertising 
in magazines cause tremendous losses to the Post Office was given wide cur- 
rency by figures relased by the Post Office Department purporting to show the 
losses incurred in handling certain large magazines and newspapers. Included 
in this list of loss items was Life magazine. 

I believe this release of figures was ill-considered and irresponsible. This 
Post Office administration chose to release figures on individual publications 
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in spite of the fact that previous administrations, and former Postmaster Gen- 
eral Donaldson in particular, refused to release such figures on the ground that 
they could not be correctly computed. 

In fact in a brief of the Post Office Department before the Civil Aeronautics 
Board dated March 8, 1960, the Post Office Department’s own expert, Dr. Bea- 
trice Aitcheson, is quoted as follows: “Any attempt to develop only a part of 
the Department’s cost of handling only a part of one class of mail can be but 
an academic exercise in arithmetic, in the absence of costly, time-consuming 
studies of the specific mail involved.” 

The Post Office Department revealed to us the simple statistical formula it 
used to develop the cost figures for handling Life. Not only did we find that 
their formula misallocated expenses because it used only simple arithmetic 
averages but we also found that in the case of Life the Post Office even applied 
wrong statistics. 


HOW DID WE COME TO THESE CONCLUSIONS? 


The Post Office Department said that it cost 7.5 cents to handle the average 
copy of Life magazine. 

We found three basic errors in their figures: 

The first was to charge us too much for transportation because it was as- 
sumed that every 28 copies of Life, which weigh about a pound each, required 
as much transportation and storage space as is actually occupied by 57 copies 
of Life. This was a wrong statistic which had the effect of charging Life 
about 1.1 cents too much per copy for transportation. 

The second basic error was that the formula produced a result which placed 
41 copies of Life out of every 100 entered in the post office on rural routes, 
a relatively expensive part of the mail delivery system. Only 8 out of 100 
copies of Life do, in fact, receive rural delivery service. The correct figures 
reduced the cost to the Post Office of handling Life by 0.7 cent per copy. 

The third basic error was the failure of the Post Office cost approximations to 
recognize the special way in which Life is prepared for the mails. Life actually 
eliminates many costly services which the Post Office performs for most other 
users of second-class mail. For example, most copies of Life are delivered by 
the publisher at his expense to rail stations and depot platforms, or to the doors 
of mail storage cars, and never go through the post office of entry. About 98 
percent of Life copies are made up into direct city sacks which obviates the 
need for any sortation or handling until arrival of copies at the destination post 
offices. More than 39 percent of all copies are zoned for direct distribution to 
the various carrier delivery units in the 106 large post offices in the United 
States which use zones, thus eliminating the first hand-sortation of these copies. 
Correction of this third basic error reduced the cost to the Post Office of handling 
Life by 1 cent a copy. 

We wish to briefly review with you exhibit A which points up the minimum 
amount of handling required for Life. 

Correcting these errors alone reduces the cost to the Post Office for handling 
a copy of Life from 7.5 cents to +.6 cents. This is on the strictly theoretical 
assumption that proper application of the Post Office cost formula will produce 
a correct result. As I will later develop in more detail, this formula is thor- 
oughly unrealistic. 

It is true that our caleulations are for the purpose of correcting figures re- 
leased by the Post Office Department several years ago. However, I would like 
to point out that new figures released to the House committee in 1957 by the 
Post Office Department showed the cost per piece of Life to be down 11 percent 
from the earlier figures. I have a letter from the Department which advised 
that the new figures were computed in the same manner as the former figures. 
I now place in the record additional letters from Ernst & Ernst and Cresap, 
McCormick & Paget which reaffirm the results of our studies and answer the 
attempted rebuttal by the Post Office Department. 

I hope that the Post Office Department will in the future refrain from re- 
leasing figures on individual mail users—figures which their own experts have 
consistently said they could not accurately ascertain. 


WHAT ARE SOME OF THE WEAKNESSES OF THE COST ASCERTAINMENT SYSTEM AND 
OF STATISTICAL APPROXIMATION ? 


The present cost ascertainment system allocates costs only to the major classes 
of mail. It does not allocate costs to subclassifications or to individuals. The 
simple statistical approximation system to which I have just referred is used 
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to develop the costs for the several subclassifications of second-class mail. 
Therefore, the special preparation of mail by large volume users such as Life— 
which saves vasts sums of money for the Post Office—is credited as an average 
to all of the subclassifications of second-class mail. This is contrary to the im- 
pression created on pages 54 and 55 of the recently released “Survey of Postal 
Rates.” It is true that overall second-class may receive the credit but it is 
improperly spread to the subclassifications. 

Let me give you a startling example of the ineptness of the statistical approxi- 
mation formula used by the Department to segregate the costs of second-class 
mail subclassifications. I have in my possession a photostatic copy of the cost 
layout sheets actually used by the Department to segregate the costs in 1952 
which was given to me by the Department. That system is in used today. In 
1952 free-in-county mail costs were shown to be $13,646,169 and in the 1959 
cost ascertainment report they are shown to be $15,444,933. You all know that 
free-in-county privileges cannot be obtained where offices of delivery provide 
city delivery carrier services. Yet in 1952 the layout sheets reveal that over 
$3,500,000 of the allocated $13,646,169 expense was a charge for city delivery 
earriers. I challenge the Department to refute that statement and to prove the 
same bad result is not in the 1959 figures. We estimate that the 1959 free-in- 
county allocation contains approximately $4,600,000 of city delivery carrier 
costs. 

Unfortunately, the constant repetition of such figures causes them to become 
accepted as the truth whereas nothing could be further from the truth. 

I would like to make an additional comment on the cost ascertainment report. 
In this day of modern electronic accounting procedures it is incredible that the 
1959 report covering the fiscal year ending June 30, 1959, was not made available 
until April 15, 1960. With your present hearings starting on May 10, 1960, it 
has created a severe handciap to those of us wishing to appear. It seems evi- 
dent to me that no efficient operation, private or public, should take 10 months 
to total up its annual results and report to the owners of that operation. 


ADVERTISING IN MOST MAGAZINES PAYS ITS WAY 


In my previous testimony I concluded that the advertising content in Life pays 
its way on a fully allocated cost basis. Under the present rate structure pro- 
vided in Public Law 85-426 I conclude that advertising in most magazines sub- 
ject to regular postal rates pays its way. During the first part of these hearings 
an official of the Department filed a schedule purporting to show the impact of 
the proposed rates on selected publications. Seventeen publications were listed 
under the heading “Magazines,” which average about 12 ounces a piece. Let us 
take a 6-ounce magazine consisting entirely of editorial matters and a 12-ounce 
magazine which consists of the original 6 ounces of editorial matter and an 
additional 6 ounces of advertising matter. The 12-ounce magazine now repre- 
sents 50 percent editorial matter and 50 percent advertising matter which is 
the average of second-class mail. Does the cost of delivering that magazine 
double when you double the weight? No, it goes up only 35 percent. Does the 
revenue to the Post Office also go up 35 percent? No, it goes 250 percent. 


12 ounces, 
6 ounces, editorial 
editorial | and adver- 


tising 
Cost elements: 
Expense Revenue 
(cents) (cents) 


Note.— Post Office better off by 0.6 cents. 
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I wish to remind you that the above expense represents fully allocated costs 
without any adjustments for mail preparation done by the publisher and with- 
out any consideration of out-of-pocket cost to the Post Office Department which, 
of course, would show that the 12-ounce piece with advertising is approxi- 
mately paying its way. 

The inclusion of advertising in publications is not a chicken or egg riddle, 
We know which comes first. As the Post Office Department states in ‘Survey 
of Postal Rates” on page 47, there was little advertising when second-class mail 
was first established ‘but in the era of unprecedented business expansion which 
followed, commercial advertising developed rapidly.” Only after editorial con- 
tent has established a desirable readership do advertisers wish to appear in a 
publication. Advertising also fluctuates with booms and contractions in the 
economy. But the publication continues and since the piece is the chief ele- 
ment of cost, the inclusion of more weight at much higher postage rates causes 
the revenue per piece to increase far more than the expense per piece increases. 


THE CASE FOR OUT-OF-POCKET COST ACCOUNTING IS SOUNDLY ESTABLISHED 


Th Post Office Department objects to the application of this sound concept 
to the problem of correctly setting forth the facts for congressional and public 
consideration of second-class costs and rates. Yet the Department has esti- 
mated time and again that out-of-pocket costs for second-class matter are 50 
percent of fully allocated costs and it placed great emphasis in its 1957 testimony 
on the fact that second-class matter should pay only 50 percent of fully allocated 
costs because of factors of “value of priority, value of service, and intrinsic 
value” of the items handled. These are precisely the normal and usual reasons 
for using out-of-pocket costs in trade and industry, and before governmental 
bodies such as the ICC. 

In fact, this year the Post Office Department has been actively soliciting the 
Civil Aeronautics Board for special low air rates for regular first-class mail on 
a “space-available basis.” The very pillar of its case is the use of less than 
fully allocated or out-of-pocket costs. Citation after citation of the use of such 
cost concepts in most ratemaking cases are included in the Department’s briefs 
to the CAB. Certainly, second- and third-class mail are treated by the Depart- 
ment on a space available and time-to-handle available basis. 

Furthermore, there is the basic factor, unmentioned by the Post Office De- 
partment but very clear in your minds, I am sure, that Congress has consistently 
maintained for many decades that second-class-matter is entitled to receive spe- 
cial rate consideration in order to facilitate the dissemination of news, informa- 
tion, and educational material. This congressional policy is reaffirmed in the 
policy declaration of Public Law 85-426. 

Although officially denying the use of out-of-pocket costs before the Congress, 
here is what the Postmaster General had to say on the May 26, 1957, radio and 
television program “College News Conference” when asked about the equity 
of his then-current rate proposals: 

“In the first place, first-class mail gets preferential service over and above 
any other class of mail. They get the best of everything. It has time value 
far in excess of any other class of mail and gets very special services. And 
many of the expenses that we have in the Post Office Department are because 
we have first-class mail and give it the treatment that we do. Now, second-class 
mail and, to a lesser degree, third-class mail, gets less preferential service. So, 
consequently, you have to evaluate not only the actual out-of-pocket cost but 
the type of service they receive and that has been traditionally so.” [Italic 
supplied. ] 

The Postmaster General has publicly agreed with us. Yet the Post Office 
refuses to openly affirm and effectuate this policy with a set of figures con- 
sistently prepared and released. 

The Department testified it made the 50 percent cost adjustment for second- 
elass mail on the basis of “intangible factors.” Yet on March 27, 1957, before 
your committee, Mr. Stans cited a few examples of expenses aggregating over 
$200 million which are caused, according to him, solely by first-class mail but 
which are spread over first-, second-, and third-class mail under the present cost- 
ascertainment system rather than to first-class mail alone where they belong. 
It seems that many of the intangibles are actually quite tangible. And why 
isn’t all of that $200 million charged to first class? 
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Let me give you another example of a quite tangible nature. In the magazine 
industry we have had to learn to live with a basic 2-day-a-week delivery of 
newstand copies—Tuesday and Thursday. For obvious cost considerations most 
magazines are distributed to newstands through major distributing companies 
who pool the volume and effect the vast majority of deliveries on these 2 days 
only. 

We have heard a great deal of testimony from the Department about the great 
growth in the number of city and rural carriers required to service the mush- 
rooming growth of suburbia on a 6-day-a-week basis. Now I ask you, if you 
had only second- and third-class mail to deliver, would you do it on a 6-day-a- 
week basis? Could you not cut your costs by 50 percent by delivering Monday, 
Wednesday, and Friday on one route and Tuesday, Thursday, and Saturday on 
a second route? The only reason the Department does it 6 days a week on each 
and every route is for first-class mail. Once they do that, it makes obvious sense 
to deliver the other classes on each day if and when it is available. But the 
Post Office allocates a full share of the 6-day-a-week cost to the subsidiary 
classes. 

We think the official post office stand on this matter is a quibble on terms 
which does not coincide with its past testimony or public statements. It seems 
that this stand is not only wrong but that it is a very positive disservice in 
proper ratemaking because two sets of figures, very widely different, have been 
placed by the Post Office Department before the Congress and before the public— 
one purporting to represent costs and the other purporting to represent proper 
revenue requirements. 

Furthermore, we are shocked at the present testimony of the Department on 
this subject. In 1957 they spent hours before you advocating differential pricing 
of 50 percent for second-class mail and 75 percent for third-class mail. They 
supported their position with a substantial volume produced at a substantial 
cost to the Government entitled “A Financial Policy for the Post Office Depart- 
ment.” Yet on the opening day of these hearings the Postmaster General testi- 
fied on third-class mail: “We would be very happy to see you amend it to pay 
100 percent of the cost.” 

How can a congressional committee or a mail user cope with people who are 
not interested, apparently, in the facts they themselves have established but only 
in opportunism? Where in any of this year’s Post Office testimony is there any 
attempt to follow up its basic analysis so strongly advocated in previous years? 


THE SECOND-CLASS RATE STRUCTURE IS INDEFENSIBLE 


Post Office figures show the overwhelming majority of Post Office expenditures 
is for the collection, for the sortation or filing, and for the delivery of pieces 
of mail rather than for the transportation of mail. Although we know that 
weight is a cost factor and is taken into account in the cost accounting of the 
Post Office, it is likewise clear that the cost of postal operations is dependent 
primarily upon the number of pieces of mail handled rather than upon the weight 
of mail handled. At long last, in the newly released “Survey of Postal Rates” the 
Post Office publicly acknowledges this fact which has been obvious to any com- 
petent analyst who has ever studied the problem. 

The first-class rate structure provides a sense-making piece rate—a rate de- 
signed to bear a direct relationship to the element which underlies costs—namely, 
the sortation and handling of pieces of mail. 

The third-class rate structure, likewise, is primarily based on a piece rate. 
Congress can easily vary this from time to time depending upon what discount 
it desires to give to third-class mail, but with assurance that the basic strue- 
ture of piece rates is well attuned to the piece element which underlies costs. 

Yet postal rates for second class are based almost entirely on weight and in 
the case of advertising matter, weight plus distance of transmission. The 
minimum rate per piece of a regular paying piece of second-class mail is only 
one-half cent under Public Law 85-426. Exempt publications and “free in 
county” may pay less or nothing. It is clear that the rate structure for second- 
class mail has never been designed to produce revenue in any way comparable 
to total allocated costs, or even to the out-of-pocket costs of the lighter types 
of second-class mail. The administration bill before you would raise the rates 
on many small pieces only a token amount. 


7 
h, 
y 
h 
a 
q 
q 
j 
, 
x 
| 


466 POSTAL RATE REVISION 


How does this strange rate structure work out in practice? We have applied 
the post office cost approximation formula to a series of regular paying second. 
class pieces with the following indicated results per copy: 


Out-of-pocket Postage, Percent cost Postage, Percent cost 
cost Public Law covered H.R. 11140 covered 
85-426 
Weight per piece (in ounces): Cents Cents Cents 

_ 2.5 1.6 64 2.1 84 
_ 2.8 2.1 75 2.6 93 
3.3 3.2 97 3.7 112 
_ 3.9 4.3 110 4.8 123 
4.5 5.3 118 5.8 129 


Note.—All copies for nonlocal delivery. Second-class averages of 50 percent advertising— 50 percent 
editorial and 487-mile average haul used. Suitable adjustments made for cubic density. 


This shows what a strange rate structure we are working with—one which 
penalizes heavier items to an extreme extent. This fact is now publicly ad- 
mitted by the Post Office Department in ‘Survey of Postal Rates.” 


CAN'T PUBLIC SERVICE COSTS BE HANDLED AS THE CONGRESS DIRECTED? 


Public Law 85-426 appears to be very clear on two basic points: 

Section 102 (5) reads: 

“The Congress hereby finds that while the Postal Establishment, as all other 
Government agencies, should be operated in an efficient manner, it clearly 
is not a business enterprise conducted for profit or for raising general funds, 
and it would be an unfair burden upon any particular user or class of users 
of the mails to compel them to bear the expenses it incurred by reason of 
special rate considerations granted or facilities provided to other users of the 
mails, or to underwrite those expenses incurred by the Postal Establishment 
for services of a nonpostal nature.” 

Section 104(a)(1.) (A), (C), and (I) provide that the total loss on second- 
elass exempt publications, free-in-county publications, and special classroom 
publications shall be considered public service costs. Post Office figures show 
a total loss of $79,329,000 in handling these items in fiscal 1959. Yet it says 
the public service cost is only $4,148,000. 

Under what authority does the Postmaster General ignore the law when he 
he refuses to consider as public service costs anything but the foregone revenue 
on these items? To balance the second-class budget under these circumstances 
would demand that my company and other commercial second-class users pay 
not only our increased postage but also additional postage to cover the loss on 
free-in-county, exempt, and classroom publications. 

This tortured—this Alice in Wonderland—interpretation cannot be supported 
in logic or be accepted by your committee as a proper basis for policy formula- 
tion and ratemaking. 

Let me make one point clear. My company applauds the consistently applied 
congressional policy of extending low rates to small magazines and pamphlets 
as a public service. We applaud special low rates for nonprofit and classroom 
publications. We do not recommend radically higher piece rates, but we do 
contend that low piece rates create subsidies which should be recognized as a 
public service. We hope and believe also that Congress will effectuate its own 
law and policy and that no user or group of users should be forced to provide 
revenue to make up for an intended public service related to another user or 
group of users. 

THE POSTAL MONOPOLY AND EFFICIENCIES 


In order to understand all of the aspects of the postal rate problem it is 
necessary to constantly remind ourselves that the carrying of first-class mail 
is a specifically granted Government monopoly. 

Our country has a long tradition in creating and enforcing antitrust laws for 
the benefit of the people. In private industries where monopolies tend to 
develop, we have created commissions such as the ICC and FCC to watch over 
costs and rates charged. In the case of the Post Office Department that func- 
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tion is properly assigned to the Congress. It is up to the Post Office Depart- 
ment, then, to supply the Congress, not only with data on the rates it wishes 
to charge, but also with data on its relative costs and efficiencies. Certainly, 
rates should not be charged to cover inefficiencies or lack of progress in creat- 
ing efficiencies. 

Public Law 85-426 requires the Postmaster General to report to the Congress 
every 2 years on both expenses and revenues. The only report made has placed 
its entire emphasis on the need for price increases. It is axiomatic that an 
uncontrolled monopoly need not bother with costs and can survive by merely 
again and again raising prices. This would appear to be the attitude of the 
present postal administration and such an attitude is absolutely opposite to 
the great traditions of our country. 

Three distinct groups share the responsibility for the lack of progress which 
has been made. First, we, the mail users who depend so greatly on the postal 
service for our survival, should constantly sound the alarm and demand that 
sufficient funds be appropriated to carry forward a sound program of moderni- 
zation and automation. Such funds should be included in the annual postal 
budget and we should expect to pay our proper share. Second, as many of 
you have advocated, the Congress must see to it that funds for modernization 
are appropriated annually. The backward state of the postal operation in 
many instances can be attributed to the fact that over the past few decades 
practically no improvement funds have been appropriated. Meanwhile, private 
industry has shown what research and development programs can accomplish 
in terms of cost reduction. Third, the post office administration should exert 
its every energy to the same cause. My bookshelves now bulge with thousands 
of pages of reports and records of hearings all directed to raising prices. The 
amount of data recording the demand for modernization is, by comparison, a 
mere trickle. 

We do not wish to impugn the good intentions of the present or past postal 
administrations. But we can’t help but feel that if the same amount of energy 
that has been exerted by the Post Office, by the Congress, and by the mail users 
on the pricing aspect had been exerted on the cost and efficiency aspects, all of 
us would be far better off than we are today. 

Before the House Appropriations Committee this year the Postmaster General 
was asked about the prospects for creating efficiencies. He replied, “I am very 
hopeful, Mr. Chairman, that ultimately, as we acquire more modern facilities 
* * * and as we install the proper mechanical equipment in them, the new 
efficiencies * * * will enable us to absorb, to a large extent, the normal in- 
creases in cost that come about by reason of increased volume.” Eight years 
is a long time. 

Before your committee on May 10 one of the post office officials testified that 
the operation is still essentially manual and that one of the few new machines 
available is in the Washington post office; and it only handles about 10 percent 
of the letter mail of that one office. 

In our great country—which prides itself on being foremost in industrial 
know-how—this is a sad commentary indeed. We compared our unit production 
costs on Life from 1953, when the present postal administration took over, 
through 1959, with the unit handling costs on first-class mail. If our unit costs 
had gone up in the same proportion as the post office’s costs, we would have 
expenses exceeding what were actually incurred in 1959 by $18 million. May 
I assure you that we have had to cope with the same steady rise in wages that 
the post office has. If our performance was as bad as their, I wouldn’t be 
before you today because we would have gone out of business. 

Frankly, I believe it is incumbent on the Post Office Department to report 
to you at great length on the improvement and efficiency aspects of their estab- 
lishment whenever it comes to you demanding an increase in prices. We think 
this is implicit in Public Law 85-426. Unfortunately, no such report has been 
provided. And, if it was forthcoming and said only that no significant cost 
reductions could be effected, a searching inquiry should be instituted to find 
out why not. 

THE M’KINSEY REPORT 


Much importance has been laid by the Post Office Department on a report 
by McKinsey & Co., Ine., discussing the ability of mail users to pay new and 
additional rate increases at this time. 

In October of 1959, a partner of McKinsey interviewed me, explaining the 
nature of their study and saying that I was the first user of the mails whom 
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he was interviewing. During that interview, I brought out these basic points, 
among others, for his consideration : 

(a) The second-class rate structure discriminates unfairly against heavier 
magazines and those which prepare their mail in ways which cut post 
office costs. (He indicated that he had done some cost analysis of the 
factors of piece handling versus weight in second-class matter, and had 
come to the conclusion that our analysis of this problem, previously pre- 
sented to you, was sound.) 

(b) Postal rate legislation already on the books raises rates 67 percent 
on editorial content and 100 percent on advertising content for commercial 
second-class matter in the decade of the 1950’s. 

(c) Unit costs for servicing subscriptions for Life, essentially a large 
filing and sorting operation, have actually decreased in this decade, al- 
though the hourly wage rate in 1959 was »hout 65 percent above that of 1949, 

(d) No other important item in the production or distribution of Life to 
its subscribers—including paper, printing, and ink—has increased in unit 
costs more than a small fraction of the increase in postal rates during the 
decade of the 1950's. 

(e) It seems obvious that Post Office operations over a considerable period 
of time should show substantial efficiencies somewhat comparable with those 
of industry. 

(f) Finally, Life receives practically the same income per copy from sub- 
scribers as it did a decade ago. The basic subscription price was $6 at the 
end of 1949 and, after several price changes, it was reduced again to $5.95 
in 1959 because we found that higher subscription prices were uneconomic. 

I am very seriously puzzled and concerned, since Life pays a larger second- 
class postal bill than any other user, that no reflection of these important consid- 
erations finds its way into the final McKinsey report. 

Now, there are three very serious basic flaws—I should say, fatal flaws—in the 
McKinsey report. They are very simple ones, very obvious ones. I hope you will 
read the report carefully and see that they are, indeed, basic and fatal. 

First, the report says that the price per copy received by publishers for maga- 
zines is up over 40 percent since 1946. Everyone in the publishing industry 
knows that the effective rate per copy received by magazines from subscribers 
is, in fact, practically unchanged during this period. Furthermore, a number 
of magazines put price decreases into effect in 1959. 

Second, none of the indexes of price changes in publishing costs—such as 
paper and wages—quoted in the McKinsey report advanced anywhere near the 
amount of the increases in postal rates which are already enacted into law. 
Surely, this is an argument against further postal rate increases. 

zastly, the indexes quoted on paper and hourly wage increases take no account 
whatsoever of any efficiencies put into effect by industry in this period. Every- 
one knows that industry cannot survive if it does nothing to offset wage increases 
with efficiencies. The publishing and printing industries have largely done so in 
the past decade, but, unfortunately, are helpless to do so with postal rates. The 
McKinsey report completely ignores this all-important aspect of any valid price 
comparisons. 

I am afraid your committee has been exposed to the thought that most of the 
Nation’s larger magazines are “fat cats,” wallowing in a sea of such ever- 
increasing subscription and advertising income as to make a large profit margin 
inevitable. Such is not the case. For example, the advertising page volume in 
1959 of some of the leading magazines compares, as follows, with their peak 
volume of the decade of the 1950's: 


Peak volume | 1959 volume 
Year | Pages of ad- | Pages of ad- | Change from 
| | vertising vertising | peak year 
Life 1956 | 4, 655 | 3, 664 | —991 
Saturday Evening Post 1950 | 4, 425 | 2, 817 —1, 608 
Look 1957 | 1, 765 | 1, 484 | —281 
Ladies’ Home Journal___- 1950 1, 460 | 1, 082 —378 
McC ‘iy oe 1957 1,012 | 802 —210 
Collier’s_.. 1951 1,717 | 0 | —1, 717 
rime ‘ ‘ | 1951 | 3, 809 | 2, 913 —896 
Newsweek __ : 1957 | 3, 350 3, 008 —342 
Business Week___ e A 1957 6, 024 | 4, 702 —2, 322 
| 


ag 
ae 
h 
J 
i 
a H 
3 


j 
| 


POSTAL RATE REVISION 469 


Now, this drop in volume, I think you will agree, is not good for the magazine 
industry, for its profit margin, for the Internal Revenue Service or for the Post 
Office Department which makes a good profit on carrying magazine advertising 
through the mails. 

The drop in advertising is so severe that Life’s postage rate per copy is ac- 
tually less than it was before the recent rate increases. I hope we will soon be 
paying more. Indeed, I wish I could share McKinsey & Co.’s blithe assumption 
that these reductions in advertising volume are temporary and should be com- 
pletely disregarded. 


THE POSTAL SERVICE AND THE DISSEMINATION OF INFORMATION IN OTHER NATIONS 


There are some who would have the Congress believe that only in the United 
States do we provide special low postal rates in order to promote the dissemina- 
tion of information and culture. This is emphatically not so. Throughout the 
free world the same procedure is followed. Earlier in these hearings the Post 
Office filed excerpts of comments received from many other nations. The ex- 
cerpts were used to support a rate increase for first-class mail but by inference 
each country discloses that special rates are granted for other mail. The 
privilege of second-class mail is a general practice of which every free nation 
is justifiably proud. 

To corroborate the conclusions drawn from the Post Office report, we have 
queried our offices around the world. In those countries which have available 
cost reports we find that second-class mail is handled universally as a planned 
public service and that costs far exceed revenues. 


AFTER 8 YEARS 


When the present administration of the Post Office Department decided to 
make whipping boys of the larger magazines, the matter of postal costs and rates 
became one of major concern to us. In deciding to bring our case before the Con- 
gress, we embarked on extensive and costly studies of the problem. Far from 
taking lightly this responsibility, we have spent much time and effort analyzing 
the facts. 

After 8 years we thought the present postal administration would— 

1. Recognize that the basic problem of the second-class rate structure is 
that there has never been a realistic piece rate designed to collect the out-of- 
pocket cost of handling. At last in 1960 they have publicly acknowledged 
this fact which has been concluded by every competent analyst who has ever 
studied second-class rates. 

2. Conclude that second-class rates based solely on weight and distance of 
transmission have been extended beyond their logical economic limit. In 
1960, for the first time, their rate proposals acknowledge this conclusion. 

3. Analyze the various categories of second-class mail and recognize that 
heavier pieces carrying reasonable amounts of advertising substantially 
cover their out-of-pocket cost of handling, including the editorial matter. 
Although not quite publicly admitting this fact, their 1960 “Survey of Postal 
Rates” would indicate a basic understanding of it. Yet they still ask for 
more money from all except the very lightest pieces of mail. 

4. Analyze the various categories of second class mail and recognize the 
public service costs created by special rate exemptions and minimal piece 
rates. Public Law 85-426 requires this, but the Department refuses to re- 
spond. They state there are only $4 million public service costs for exempt, 
classroom, and free-in-county publications thereby expecting other mail users 
to pay for the additional $75 million loss in those categories. 

5. Recognize the testimony of their own experts that there are many costs 
which should be assigned solely to First Class mail rather than to all of 
the classes. To date they refuse to change their antiquated costing methods 
and thus deny the Congress a clear set of figures which are consistent with 
their own testimony. 

6. Adopt the use of out-of-pocket costs for the subsidiary classes of mail. 
Although testifying before you that second class mail should pay 50 percent 
of fully allocated costs and third class mail should pay 75 percent—per- 
centages based on competent estimates of out-of-pocket costs—the Depart- 
ment refuses to recognize this sound concept. Yet in their own arguments 
before governmental agencies and in public statements concerning postal 

rates they recommend such a procedure and, accordingly, proper out-of- 
pocket cost figures should be supplied to you. 
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7. Report to you on postal efficiencies when demanding price increases, 
Proper recognition of public service costs and a 10-percent better perform- 
ance—a performance achieved by comparison in private industry—would 
balance the present postal budget. The present postal administration, while 
advocating that the Postal Establishment is a business, refuses to act like 
one and has adopted the classic position of an uncontrolled monopoly. 

Finally, I wish to remind you again that we have offered to debate the facts 
before you with the Post Office Department. To that end I attach as exhibit B 
a list of questions with simple yes or no answers. If the Post Office Depart- 
ment wishes to say that we have the wrong answer to any of these questions, we 
would be happy to debate their selection before you. 

Thank you for allowing me to appear before your committee today. I sin- 
cerely hope that you will not see fit to further adjust postal rates until the Postal 
Policy Act has been complied with and proper data based thereon has been placed 
before you by the Post Office Department. 


Exuisit A. LIFE MAGAZINE—PosTAL TREATMENT FOR A TYPICAL DISPATCH 


Here is a sack of Life magazines prepared for delivery to subscribers in 
Chevy Chase, Md., which is zone 15 of Washington, D.C. 

I believe you will be interested in knowing just how we have been able to 
work out a program which allows 98 percent of Life’s copies to bypass a major 
part of the handling most mail receives in the postal system. 

The attached table is a reproduction of exhibit 1 which appeared in the na- 
tionwide integrated postal service plan recently issued by the Post Office De- 
partment. It shows the steps that are required to move a piece of mail from 
the corner letter box to the carrier who will effect its delivery at the destination 
post office. 

The table shows there are six operations required for which the postal service 
has allowed 10 hours and 38 minutes. Within the six operations, there are, of 
course, many individual piece handlings for the ordinary piece of mail. In the 
ease of this particular sack of Life magazines, the post office will be required 
to perform only the last operation which is designated as “final processing and 
movement to stations.” 

In our preparation of this sack of Life mail we began first by separating the 
addressed copies to each of the postal delivery zones in Washington, D.C. 
These particular copies were tied in bundles and placed in a mail sack which 
we labeled “To Chevy Chase, Md., Washington, Zone 15.” 

Our printer at Chicago delivered this bag of mail to the railroad terminal, 
and loaded it into a railway express car which is operated for us at our expense 
in the B. & O.’s fast passenger train No. 8 on Tuesday. 

On arrival in Washington we paid a local cartage firm to unload the 700 sacks 
of Life mail for Washington, and deliver them to the post office receiving dock. 

In the case of this sack addressed to Chevy Chase, the postal employees are 
able to direct it while on the loading platform to a postal truck for delivery to 
the Chevy Chase branch office where it need only be sorted to the carrier who 
will make final delivery. 

From the foregoing description of the Life mailing operation, and from the 
attached table it can be seen that through our organization and planning we 
have to a great extent reduced the work of the postal service to a minimum. 
Compared to the time required to receive and handle most mail, the post office 
is called upon to use a relatively small portion of its personnel and facilities 
in the delivery of Life. 


“NATIONWIDE INTEGRATED POSTAL SERVICE PLAN” 
POSTAL TRANSPORTATION STUDY—EXHIBIT 1 
The following breakdown of the processing procedure shows the operations 


required for the handling of regular mail as compared to Life. The elapsed 
timetable for first class mail is taken directly from exhibit 1 as stated above. 
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Time allowed for 1st class at 24 major cities 


| wlapsed time,| Application 
hours and to Life 
minutes 
Outgoing operations: H. M. 
Movement to and loading of transport. 55 (i 2) 
ncoming operations: 
Final processing and movement to 


1 Not required. 

2 All movement to transportation is not required but on occasion loading by the Post Office Department 
srequired. On the other hand, many copies transported by publisher to entries are unloaded at publisher's 
expense. Therefore, total of 55 minutes for both categories deemed adequate. 


Exutisit B. SOME QUESTIONS AND ANSWERS ON Post OFFICE MATTERS 


1. Did Deputy Postmaster General Stans testify before this committee in 1957 
that there are costs aggregating millions of dollars (examples given alone total- 
ing over $200 million) spread across first- second- and third-class mail which 
shouid only be charged to first-class mail? Yes. 

2. Did Mr. Maurice Stans subsequently see to it that the proper accounting 
procedures be instituted to rectify the errors? No. 

3. Does the Post Office use the concept of out-of-pocket costs and less than 
fully allocated costs when it appears before other Government agencies? Yes. 

4. Has the Postmaster General publicly recognized that the principle of out- 
of-pocket costs must be considered in connection with second-class mail? Yes. 

5. When supplying you with figures on individual publications in second-class 
mail, did the Posimaster General take into consideration the out-of-pocket 
costs of such publications? No. 

6. Exhibit 1—-B, page 21, of the 1959 cost ascertainment report shows a break- 
down of the various subclassifications of second-class mail in which expenses 
are termed “actual.” Are they “actual?” No. 

7. Does the cost ascertainment system allocate costs only to the general 
classes of mail and therefore is the breakdown of the subclassifications of 
second-class mail based solely on statistical averages and not on solid cost 
accounting? Yes. 

8. Does the statistical breakdown of the second-class subgroups give full credit 
to those groups where more complete advanced preparation of the mail is more 
feasible and is performed? No. 

9. Does the use of statistical averages misallocate whole cost categories such 
as millions of dollars of city delivery carrier costs to free-in-county mail which 
by definition cannot receive such service? Yes. 

10. Does the Post Office Department have a cost system which provides for 
the costing of individual publications? No. 

11. Did the Post Office use simple average cost statistics for all of second 
class when attempting to compute the individual costs of handling Life? Yes. 

12. Did the use of simple averages substantially overstate the cost of trans- 
porting Life in the mails? Yes. 

15. Did the use of simple averages substantially overstate the cost of de- 
livering Life on rural routes? Yes. 

14. In spite of the obvious conclusion by any competent analyst that the hand- 
ling and sortation of pieces is the primary cost element in mail costs, did the 
Postmaster General ever testify to this fact prior to this year? No. 

15. Is this fact clearly highlighted in the recently released Survey of Postal 
Rates and did we not testify to this very fact in 1957? Yes. 

16. Is it a fact that the larger the circulation of a magazine the more com- 
plete the advanced preparation of mail before entering can be made? Yes, 
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17. Is it a fact, therefore, that the average cost per piece of handling a larger 
circulation magazine with complete advanced preparation is less than the aver- 
age cost per piece of handling a small circulation magazine which cannot effect 
substantial advanced preparation? Yes. 

18. Was this important fact given effect to in the Post Office calculations 
of handling Life? No. 

19. Since the cost per piece is the most important element, is not the second- 
class rate structure which is based almost entirely on weight discriminatory 
against heavier pieces? Yes. 

20. Does the recently released Survey of Postal Rates point up this fact on 
page 57 by stating that a disproportionate share falls on the heavier weight 
publications? Yes. 

21. Does the Survey of Postal Rates state that the rates on 40 percent of 
second-class mail have not been changed since 1925 and the rates on 20 percent 
have not been changed since 1879/1885? Yes. 

22. Did the Post Office advocate and testify in 1957 that second-class mail 
should pay 50 percent of the costs allocated to it under their present methods 
of cost ascertainment? Yes. 

23. Did the Post Office advocate and testify in 1957 that third-class mail should 
pay 75 percent of the costs allocated under their present methods of cost 
ascertainment? Yes. 

24. Has the Post Office followed up its advocacy by preparing a consistent 
set of cost figures and releasing them at all times to the proper committees of 
Congress and to the press? No. 

25. Do the Post Office figures show that free-in-county mail in 1959 furnished 
zero revenue and cost the Post Office $15,444,933 to handle? Yes. 

26. Does the Post Office assert that the only public service cost for this 
eategory is $830,000? Yes. 

27. Does the Post Office leave the balance of $14,600,000 as a deficit in second- 
class mail to be assessed in theory against the other users of second-class mail? 
Yes. 

28. Does the Postal Policy Act state that the entire loss should be removed as 
a public service cost? Yes. 

29. Does the Postal Policy Act state that no user or group of users of the 
mails should be compelled to pay for an intended subsidy of this nature? Yes. 

30. Is the Post Office contradicting both the law and reasonable logic when 
it handles costs in this way? Yes. 

31. Do the Post Office figures for 1959 show an excess of expenses over rey- 
enues for exempt publications of $60,126,922 and does the Post Office assert that 
only $3,094,000 is a public service cost leaving the balance as a part of the second- 
class deficit to be paid for by other users? Yes. 

32. Do the questions and answers numbered 28, 29, and 30 apply to this case 
as well? Yes. 

33. Do the Post Office figures for 1959 show an excess of expenses Over revenues 
for exempt classroom publications of $3,757,631 and does the Post Office assert 
that only $224,000 is a public service cost leaving the balance as part of the 
second-class deficit to be paid for by other users? Yes. 

34. Do the questions and answers numbered 28, 29, and 30 apply to this case 
as well? Yes. 

35. Have the McKinsey report conclusions that additional postal rate increases 
can be easily passed along or absorbed been confirmed by the mail users who 
have testified here? No. 

36. Do the indexes quoted by McKinsey on paper and hourly wage increases 
take any account whatsoever of efficiencies put into effect by industry to help 
to offset such increases? No. 

37. Is the Consumers Price Index up less than 10 percent from 1953 to 1959 
and is the Post Office cost for handling a first class letter up over 33 percent in 
the same time? Yes. 

38. Can it be said that Post Office efficiencies compare at all favorably with 
the progress of the private economy? No. 

39. Has the Post Office testified before you that its operation is still essentially 
manual and very few modern machines even exist today? Yes. 

40. Since the handling of first class mail is a granted monopoly should the 
mail users and the Congress demand greater cost efficiencies so that constant 


increases of postal rates is not the only method to balance the postal budget? 
Yes. 


The Cuairrman. Thank you, gentlemen, very much. I regret we do 
not have more time this morning to hear you further. 
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I presume you are opposed to any increase in the first class rate 
also. 
Mr. Incexs. Until we can get the accounting squared away and 
while some people understand and conform to the public law we do 
not see how anybody can decide on what ought to be done. 

The Carman. You are opposed to any increase in rates at this 
time in first, second, and third class ? 

Mr. BruMBauau. Yes, sir; at this time. 

Mr. Incets. Yes, sir; at this time. 

The Cuatrrman. Thank gentlemen. 

The next witness is Mr. Pauls Sanders, editor, the Southern Planter, 
Richmond, Va. 

Mr. Sanders. 


STATEMENT OF PAUL D. SANDERS, EDITOR OF THE SOUTHERN 
PLANTER, RICHMOND, VA. 


Mr. Sanpers. Mr. Chairman and gentlemen of the committee, in 
the interests of brevity I will read my statement. 

My name is Paul D. Sanders. I am appearing as editor of the 
Southern Planter, a monthly farm paper published at Richmond, Va. 

The Southern Planter was established in 1840 and except for a 
short period during the War Between the States, when Richmond 
was burned, has been in continuous publication. Our circulation of 
approximately 370,000 is concentrated in the Virginias, Maryland, 
and Delaware; the Carolinas and Georgia. We have been the most 
widely read farm paper serving this region for over a hundred years. 
We depend almost 100 percent on the mails for distribution and, 
, therefore, havea very real interest in the postal service. 

We are appearing in opposition to H.R. 11140 because it will in- 
crease our postal bill almost 85 percent at a time we cannot absorb 
it without serious impairment of earnings. Traditionally, there has 
been a strict correlation between farm income and farm paper adver- 
tising volume. When farmers have money, the agricultural press does 
well the following year. When farmers are in distress the farm pub- 
 lications are not far behind. 

All is not well with the farmer today. Increasing costs of opera- 
| tion in the face of falling farm prices and mounting surpluses of basic 
/ commodities have cut his income sharply. He is spending less money 
and the farm papers feel the pinch. The U.S. Department of Agri- 
culture predicts still further declines in farm income for 1960, which 
means another year of austerity for the agricultural publishing 
industry. 
i Our publication has attempted to absorb the three annual increases 
in postal rates of 1952-53-54 and the three later hikes of 1959-60-61. 
The 1961 hike is still to come. When that rate increase becomes ef- 
fective, the increase on the advertising portion of our publication will 
be 100 percent and the increase on the nonadvertising portion will be 
6624 percent above the rates of 10 years ago. 

To reduce the shock of these increases, we have raised our rates on 
both subscription and advertising. Both circulation and advertising 
have declined, and profits are difficult to come by. Further increases 
in operating costs without substantially improved farm income would 
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certainly jeopardize our capital structure. And we are fairly typical 
of the farm publications. 

The American farmer has become the most efficient producer in the 
world. One hundred years ago two-thirds of the tao a of the United 
States lived on farms. It took two people working on the farm to 
produce enough food and fiber to feed and clothe themselves and one 
person off-the-farm. Today we find one farm worker, on the average, 
providing food and fiber for 25 persons, thanks to modern technology 
in agriculture. 

The displaced population has left the farm and moved to town; to 
work in shops and offices and factories and make this the greatest in- 
dustrial Nation in the world. The strength and security of our great 
country, in which we are all so proud, have been built upon an ever- 
increasing efficiency in agriculture to which the farm publications 
have made a major contribution. 

We could not have the automobiles, the steel, the electric power, 
ships, coal, oil, houses, bathtubs, running water, clothing, and the 
recreational and educational facilities we now enjoy if one-half, or 
one-third, of our working force was engaged in agriculture instead 
of one-ninth as it is today. The efficiency in farming has distin- 
guished our democracy and brought us worldwide renown. 

The breathtaking change in agriculture has been based on (1) sci- 
entific research provided “by a beneficent government—the U.S. De- 
partment of Agriculture, the land-grant college experiment stations, 
and the scientific laboratories of our great American business con- 
cerns, and (2) the farm publications that have worked “shoulder to 
shoulder” with the educational agencies in agriculture at the National, 
State and local levels. 

The farm publications with their nearly 20 million circulation a 
month have been described as the “most powerful force in American 
agriculture.” 

In numerous research studies by the land-grant colleges on “where 
do farmers get their information,” the farm publications, like Abou 
Ben Adhem, lead all the rest. 

The Ohio State University has recently released the results of a 
study of this question in that St: ate, showing that 48 percent of the 
farmers named “farm magazines” as their most important sources of 
information. Thirteen percent listed the “county agricultural agent 
or extension meetings,” 6 percent “extension or experiment station 
bulletins” and only 2 percent the “vo-Ag teacher.” Radio farm shows 
rated 3 percent. 

A similar study by Cornell University in New York State a few 
years back brought out about the same facts. In that survey, 78 per- 
cent of the farmers said they got new ideas from farm papers and 
magazines, 41 percent as “most. helpful.” Next in importance were 
circular letters from county agents, friends, and relatives, and radio 
programs which rated 7.3 percent each. 

Another study by the Iowa State College showed that 37.7 percent 
of the farmers stated that farm papers and farm magazines were the 
chief source of information, with the next highest source being only 
6.8 percent. 
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A recent survey by an advertising agency asked farmers this 
question : 

What source do you rely on most for helpful information and advice about 
petter farming and new ideas for farmers? 

Farm papers were listed first with 47.4 percent. The next highest 
was the county agricultural agent with 29.9 percent. 

Thus, when we deal with postage rates for the farm publications, 
we are dealing with the heart and soul of American agriculture. The 
farmer and his family have come to depend upon their favorite farm 
publication for information and inspiration on the operation of their 
farms. It is their major source of technical knowledge on farm pro- 
duction, processing and marketing, and, more recently, for information 
on the various ramifications of Federal farm program. 

Much of the editorial matter in the modern farm paper is provided 
by the research and extension workers in the land-grant colleges, and 
the U.S. Department of Agriculture. These scientists look upon the 
farm publications, with their mass coverage of rural America, as the 
best means of putting their messages on good farm practice into the 
homes of farm people. Scores of private and public surveys have 
proved the soundness of this assumption. 

The impact of farm paper advertising on the use of modern feeds, 
fertilizers, and agricultural chemicals; tractors, farm equipment, and 
electrical appliances has helped to revolutionize production practices 
on American farms. The 6 million workers who supply farmers with 
goods and services and the 9 million workers who process, distribute, 
and merchandise farm products have a stake in agriculture comparable 
to the 10 million farmworkers actually engaged in farm production. 
Together, this agri-business group totals 25 million workers, almost 
40 percent of the gainfully employed workers in the United States, 
who are dependent upon agriculture for a livelihood. 

While we are sympathetic to the problems of the postal service, we 
are not unmindful of the catastrophic consequences that might follow 
an unrealistic postal rate increase on farm publications in the present 
depressed situation of American agriculture. 

Thank you. 

The Cuairrman. Thank you, Mr. Sanders. 

Mr. Lesinski ? 

Mr. Lestnsxt. Mr. Sanders, how do you handle your paper? 

Mr. Sanvers. We follow the same pattern as Life and Time except 
we go one step further. We tie each rural route and wrap it sep- 
arately. If we shipped into Silver Spring, Md., we would have a 
sack or two sacks labeled “Silver Spring” and when the postmaster 
opened it at the post office each route would be separately packed. 
We do all that in our office. 

Mr. Lesinsk1. Do you find that the general practice of most 
publications ? 

Mr. Sanoers. I think it’s typical of farm publications. 

The Cuarrman. Thank you very much. 

The next witness is Mr. T. V. Bihler, chairman of the postal affairs 
committee of the Direct Mail Advertising Association. 
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STATEMENT OF T. V. BIHLER, CHAIRMAN, POSTAL AFFAIRS COM. 


MITTEE, DIRECT MAIL ADVERTISING ASSOCIATION, NEW YORK, 
N.Y. 


The Cuarrman. Mr. Bihler. 
Mr. Buster. Mr. Chairman, in the interests of time may I just 


introduce myself and highlight what I have to say and submit this 
paper for the record. 


he Cuarmrman. That will be entirely agreeable to the committee. 
(The statement referred to follows :) 


STATEMENT OF T. V. BIHLER, CHAIRMAN, POSTAL AFFAIRS COMMITTEE, DIRECT 
MAIL ADVERTISING ASSOCIATION, INC. 


Mr. Chairman and members of the committee, my name is T. V. Bihler. I am 
chairman of the postal affairs committee of the Direct Mail Advertising Associa- 
tion, Inc., whose address is 3 East 57th Street, New York 22, N.Y. The Direct 
Mail Advertising Association has over 2,300 members, including big business 
and small business, located in both metropolitan centers and small towns. 

For over 42 years this organization has helped its members use the medium 
of direct mail more effectively. In that period, direct mail advertising has 
grown to be the second greatest medium in terms of dollar volume—a fact 
Postmaster General Summerfield found worthy of mention when he testified 
at the opening session of this current hearing. 

Some of our members have already testified in this hearing. Many other 
members wanted to testify but found it impossible to do so at this time. They 
have asked the Postal Affairs Committee of our organization to speak for them. 
That is my purpose in being here today. 

When Public Law 85-426 was passed in 1958, it would have been inconceivable 
to think that 2 years later the American public and American business would 
again be confronted with the possibility of additional postal increases. Yet, 
here we are. 

The Congress in 1958 had wisely included in that public law, the Postal 
Policy Act as title I. This was the culmination of many years of study and 
discussion. At last the much debated question of what was public service, and 
what was not, was solved. Also, there was to be an impact study made assigned 
to the Department of Commerce and the Small Business Administration by the 
act which would enable Congress to judge whether they should suspend the sec- 
ond of the two bulk third-class increases scheduled for July 1, 1960, if facts war- 
ranted it. 

Direct mail advertisers forgot postal rates for a few months except that they 
pruned their mailing lists and practiced other economies before immersing them- 
selves in their work. Each did his best to absorb the increases enacted in the 
new law. 

Complacency, if it is possible for a mailer, was short-lived. Early in 1959, 
the Postmaster General’s conservative $172 million budget request to cover the 
major share of the public service functions of the Post Office Department was 
quickly reduced to $37.4 million, in line with a new theory of public service 
propounded by the Director of the Budget, Maurice Stans. The acceptance of 
this theory, in effect, added $134.6 million to the postal deficit. 

Unfortunately, the Postmaster General conformed to the theory advanced by 
the Director of the Budget and the budget request submitted for fiscal 1961 also 
adhered strictly to the Stans formula. 

I submit, Mr. Chairman, that in adopting the Stans theory of loss of revenue 
only, as it is called, action has been taken which is contrary to Public Law 
85-426. Title I, section 104(B) states: 

“There is hereby authorized to be appropriated to the revenues of the Post 
Office Department for each fiscal year from any money in the Treasury not other- 
wise appropriated an amount, which shall be deemed to be attributable to the 
public services enumerated under subsection (a) of this section, equal to the 
total estimated expenditures of the Post Office Department for the year for such 
public services as determined by the Congress in the appropriation Act based 
upon budget estimates submitted to the Congress.” 
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This language, it is explained in the Conference Report No. 1760, came from 
the Senate amendment. If the act is to be amended to conform with the loss of 
revenue concept, one would expect a bill to be introduced to that effect with sub- 
sequent hearings ordered by the committees to.whom the measure would be re- 
ferred, presumably the House and Senate Post Office Committees. 

Until an appropriation for ‘Total estimated expenditures” is made and that 
amount subtracted from the deficit, it would properly appear necessary to 
withhold requests for adjustment of postal rates. 

There is another factor, Mr. Chairman, which should come under the head 
of unfinished business and which, until it has been completed, would seem to 
dictate the suspension of any attempt to readjust postal rates. I refer to the 
incomplete Mueller report, officially entitled “Survey of the Economic Effects 
of Third-Class Bulk Mail Rate Increase,” in which we find the conspicious 
absence of any reference to data derived from items 5, 6, and 7 in the question- 
naire. Item 5, it should be noted, asked for the gross receipts for the first 6 
months of 1958 and 1959; item 6 for the net operating income for the above 
two periods; item 7 for paid employees (both full-time and part-time) in the 
above periods. These were the questions considered of paramount importance 
at the time the survey was in preparation. 

I would remind the members of the committee that in the course of develop- 
ing the questionnaire used in the impact survey, an advisory committee, rep- 
resentative of users groups, met regularly in a consultant capacity with person- 
nel from the Bureau of the Budget, Bureau of the Census, and Business and 
Defense Industries Administration in the interest of building a questionnaire 
of validity and reliability. It was my privilege to be a member of that advisory 
group. 

The survey providing the body of statistics on which the report was to be 
based dealt principally with the commercial users of direct mail, only minor 
attention being given to other users such as producers and processors of bulk 
third-class mail. 

Mr. Chairman, I am sure that everyone who served on the advisory committee 
expected to find in the chapter devoted to users to the most exhaustive examina- 
tion of data and the fullest treatment given any part of the report. After all, 
this was the very heart of the questionnaire, and as the major subject being 
studied, obviously should provide the major part of the report. This is not 
what you find. Here is a sketchy 20-page chapter telling more about the impact 
on the Post Office Department than on users. And the subject of secondary 
importance in the questionnaire, the producers and processors, comes off with 
much more adequate treatment. Here we find in 22 pages the information on 
gross receipts, net operating income, and employment so mysteriously ignored 
in the user’s chapter. 

The contrast in these two chapters only serves to emphasize the lack of any 
basis in fact on which further rate increases can be recommended. Certainly 
if the purpose of the impact study is to be properly served, the missing informa- 
tion, every bit of it, must be brought into the open, be fully assessed, and ap- 
plied to the situation confronting the users. This can only be done by Congress. 
And this should be done before consideration is given to further rate increases. 

In connection with the eminence attained by direct mail among advertising 
media, we have heard testimony from officials of the Post Office Department 
which reflects a curious and disturbing attitude toward advertising per se. 

Mr. Chairman and members of the House Post Office Committee, do the 
consultants who prepared the $137,000 study for the Department, and do Gen- 
eral Summerfield and his staff think that advertisers make extensive use of 
direct mail advertising under the impression that it is inexpensive? This 
seems to be their opinion. Throughout their reports and testimony runs the 
theme: “The cost of postage alone is seldom, if ever, the factor that governs 
an advertiser’s decision to use direct mail.” 

I am sure no one in the direct mail industry has ever advocated the use of 
this medium as bargain-basement advertising. 

Anyone who has geared a business to a creative advertising program, or for 
that matter any high school economics student, knows that advertising dollars 
are spent on a medium which will produce the greatest return per dollar 
invested. 

Because of its proved effectiveness, direct mail has grown to its present stature 
as a generative force in the American economy. All classes of mail share in 
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that success, but particularly third-class mail, which Department officials 
acknowledge “ranks in second place with 28 percent of all mail volume.” 

The proved effectiveness and tremendous expansion of the volume of direct 
mail advertising in a generation, however, are no guarantee that the medium 
could not fall upon dark days, as Department officials bent upon rate increases 
would have you think. The businessman who is limited by an advertising 
budget knows that competition is particularly keen between media and if one 
medium prices itself out of the picture, an advertiser has no choice but to 
select another medium. 

Despite the happy predictions of the McKinsey consultants that rate ip. 
creases will have a negligible effect on direct mail advertising, those of us with 
an intimate, day-to-day familiarity with the medium find little justification for 
this bland optimism. 

After all, ours is a mass production era. It is keyed to volume business, To 
get volume a business must advertise. With volume secured, a business can 
operate on narrower profit margins. A few cents to a fraction of a cent on 
a unit of business may actually be the margin of profit, as, for example, in the 
mail-order photo-finishing industry which has enjoyed phenomenal growth in 
the past decade. In many businesses postage may be a small percent of the 
transaction, nevertheless a very small increase in that percentage spent on 
postage can bring about the forced reorganization of the merchandising system 
employed. 

Frankly, doubts and fears possess more and more mailers as rate increases 
become a harassing threat, repeated in nearly every session of Congress. A 
Department report advises the user to turn to the inflationary expedient of 
raising prices and passing along increases in order to meet additional postal 
rate boosts. This shows a deplorable lack of knowledge of the direct mail busi- 
ness in assuming that even small increases can be passed on to the buyer with- 
out a resultant loss in sales. In many respects the proposed rate increases are 
little different in effect than dreaded excise taxes. “The power to tax is the 
power to destroy,” someone has said, and the power to raise postal rates can 
also become a power to destroy. It is expected that occasionally resentment 
will be shown by unresourceful competitors because direct mail as an adver- 
tising medium has been effective, has flourished, and is a leader among media. 

It is indeed difficult, though, when the Government agency whose growth so 
accurately reflects the growth of direct mail spearheads an assault on a medium 
acknowledged as the generator of $20 billion of business in products and serv- 
ices annually. 

The future of direct mail can be brighter than its brilliant past; that future 
at the moment, however, is held in the hands of the Congress. 

To sum up our belief that there is not adequate data at hand for proper 
consideration of a rate increase by the House Post Office Committee, I would 
remind you that: 

(1) We do not agree with cost ascertainment reports arrived at under 
present circumstances and cannot see how the need for increases can be 
either proved or disproved by using this method. 

(2) We believe that the McKinsey report cited by the Department is a 
clear case of prejudging an issue and an industry by an organization with 
lack of knowledge of the industry, and 

(3) We believe that the Mueller report with its glaring incompleteness 
should be the subject of thorough investigation by this committee before 
this hearing is concluded. 

Mr. Chairman, in behalf of our members who have described for us their own 
problems in the face of ascending postal rates, I would like to ask your consent 
to incorporate, as part of this statement, extracts from representative letters 
they have written. 

For our entire membership I want to express appreciation for this oppor- 
tunity to appear here today to testify in this hearing. 


Mr. Bruter. My name is T. V. Bihler. I am chairman of the Postal 
Affairs Committee of the Direct Mail Advertising Association in New 
York City. 

The Direct Mail Advertising Association has over 2,300 members, 
including big and small business, located in both metropolitan centers 
and small towns. This organization has been in business for 42 
years. 
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I would like to refer to where we express our objections to the pres- 
ent costs ascertainment. I would like to get into the record the two 
matters which are very close to our heart and it’s a matter of 
unfinished business which, until it has been completed, would seem to 
dictate the suspension of any attempt to readjust postal rates. 

| refer to the incomplete Mueller report, officially entitled “Survey 
of the Economie Effects of Third-Class Mail Rate Increase,” in which 
we find the conspicuous absence of any reference to data derived 
from items 5, 6, and 7 inthe questionnaire. Item 5, it should be noted, 
asked for the gross receipts for the first 6 months of 1958 and 1959; 
item 6 for the net operating income for the above two periods; item 
7 for paid employes (both full time and part time) in the above 
periods. These were the questions considered of paramount impor- 
tance at the time the survey was in preparation. 

I would remind the members of the committee that in the course of 
developing the questionnaire used in the impact survey, an advisory 
committee, representative of user groups, met regularly in a con- 
sultant capacity with personnel from the Bureau of the Budget, Bu- 
reau of the Census, and Business and Defense Industries Administra- 
tion in the interest of building a questionnaire of validity and relia- 
bility. It was my privilege to be a member of that advisory group. 

The survey providing the body of statistics on which the report 
was to be based, dealt principally with the commercial users of direct 
mail, only minor attention being given to other users such as producers 
and processors of bulk third-class mail. 

Asa result of this we did a tremendous editorial job with our mem- 
bers encouraging them to answer the questionnaire and offering the 
Bureau of Census any bit of information they thought pertinent and 
they received an astonishing reply to their questionnaire. 

Mr. Chairman, I am sure that everyone who served on the advisory 
committee expected to find in the chapter devoted to users, the most 
exhaustive examination of data and the fullest treatment given any 
part of the report. After all, this was the very heart of the question- 
naire, and as the major subject being studied, obviously should provide 
the major part of the report. This is not what you find. Here is a 
sketchy 20-page chapter telling more about the impact on the Post 
Office Department than on users. And the subject of secondary im- 
portance in the questionnaire, the producers and processors, comes off 
with much more adequate treatment. Here we find in 22 pages the 
information on gross receipts, net operating income, and employment 
so mysteriously ignored in the user’s chapter. 

The contrast in these two chapters only serves to emphasize the 
lack of any basis in fact on which further rate increases can be recom- 
mended. Certainly if the purpose of the impact study is to be properly 
served, the missing information, every bit of it, must be brought into 
the open, be fully assessed, and applied to the situation confronting 
the users. This can only be done by Congress. And this should be 
done before consideration is given to further rate increases. 

Mr. Chairman, and members of the House Post Office Committee, 
do the consultants who prepared the $137,000 study for the Depart- 
ment, and do General Summerfield and his staff think that advertisers 
make extensive use of direct mail advertising under the impression 
that it is inexpensive? This seems to be their opinion. Throughout 
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their reports and testimony runs the theme: “The cost of postage alone 
is seldom, if ever, the factor that governs an advertiser’s decision to 
use direct mail.” 

I am sure no one in the direct mail industry has ever advocated the 
use of this medium as bargain-basement advertising. 

Any one who has geared a business to a creative advertising pro- 
gram, or for that matter any high school economics student, knows 
that advertising dollars are spent on a medium which will produce 
the greatest return per dollar invested. 

Because of its proved effectiveness, direct mail has grown to its 
present stature as a generative force in the American economy. All 
classes of mail share in that success, but particularly third-class mail, 
which Department officials acknowledge “ranks in second place with 
28 percent of all mail volume.” 

Despite the happy prediction of the McKinsey consultants that rate 
increases will have a negligible effect on direct mail advertising, those 
of us with an intimate, day to day, familiarity with the medium find 
little justification for this bland optimism. 

After all, ours is a mass production era. It is keyed to volume 
business. To get volume a business must advertise. With volume 
secured, a business can operate on narrower profit margins. A few 
cents to a fraction of a cent on a unit of business may actually be 
the margin of profit, as, for example, in the mail order photo finishing 
industry which has enjoyed phenomenal growth in the past decade. 
In many businesses postage may be a small precent of the transac- 
tion, nevertheless a very small increase in that percentage spent on 
postage can bring about the forced reorganization of the merchan- 
dising system employed. 

I might interject that the author of the McKinsey report were quite 
caustic in their comments, showing how little information and knowl- 
edge they had of the industry. We provide each year from month 
to month a statement on the volume of direct mail used for the 
guidance of the users of direct mail. 

We must use the last cost ascertainment report that is provided 
us. In this case we have been using the statement provided ending 
the fiscal year June 30, 1958. The cost ascertainment report for the 
fiscal year ending June 30, 1959, did not become available to us until 
a month ago. We are now in the process of revising all of our figures 
and adjusting them as we have done historically. 

Yet, the McKinsey report would impute a deliberate attempt by 
us to change the figures to show a decrease in direct mail when 
actually the trend was up. I believe this was a deliberate attempt 
to use our figures in such a way to discredit our organization. 

Frankly, doubts and fears possess more and more mailers as rate 
increases become a harassing threat, repeated in nearly every session 
of Congress. A Department report advises the user to turn to 
the inflationary expedient of raising prices and passing along in- 
creases in order to meet additional pay rate boosts. This shows a 
deplorable lack of knowledge of the direct mail business in assuming 
that even small increases can be passed on to the buyer without a 
resultant loss in sales. In many respects the proposed rate increases 
are little different in effect than dreaded exicse taxes. “The power 
to tax is the power to destroy,” someone has said, and the power to 
raise postal rates can also become a power to destroy. 
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It is indeed difficult, though, when the Government agency whose 
growth so accurately reflects the growth of direct mail, spearheads 
an assault on a media, acknowledged as the generator of $20 billion 
of business in products and services annually. 

To sum up our belief that there is not adequate data at hand for 
proper consideration of a rate increase by the House Post Office 
Committee, I would remind you that: 

1. We do not agree with cost ascertainment reports arrived at 
under present circumstances and cannot see how the need for in- 
creases can be either proved or disproved by using this method. 

The Cuatrman. In what respects do you disagree with the cost 
ascertainment report? 

Mr. Bruter. I would need a big briefcase to show how the report- 
ing and the analyzing of the figures, the testimony before me, shows 
the cost ascertainment. figures to be incorrect, particularly in third 
class where we do so many of the post office operations for them, the 
zoning, bundling, tying, delivering in bags to the various cities, where 
again the mail is delivered to a particular zone. This mail has to 
carry too big a burden of public service expenditures and other ex- 
penditures that are not properly allocated. 

The mail is delivered with first class and we assume a lot of the 
responsibility financially for first class. 

2. We believe that the McKinsey report cited by the Department is 
a clear case of prejudging an issue and an industry by an organization 
with lack of knowledge of the industry. 

3. We believe that the Mueller report with its glaring incomplete- 
ness should be the subject of thorough investigation by the committee 
before this hearing is concluded, 

The CuarrmMan. That is the report of the Department of Com- 
merce, the Mueller report ¢ 

Mr. Bunter. That is right. 

Mr. Chairman, in behalf of our members who have described for us 
their own problems in the face of ascending postal rates, I would like 
to ask your consent to incorporate, as part of this statement, extracts 
from representative letters they have written. 

For our entire membership I want to express appreciation for this 
opportunity to appear here today to testify in this hearing. 

The Cuamman. How many letters do you desire to incorporate in 
the record ¢ 

Mr. Buuter. I guess there are six pages, eight and a half by eleven 
pages of extracts. 

The Cramrman. Very well. That will be done. 

Mr. Rees. 

Mr. Rees. You repeat the statement of the power of taxes to de- 
stroy. That. is correct, but what about their power to add to the 
Government's deficits? Is that not the power to destroy 4 

Mr. Bruver. The basic thing is that nobody seems to agree with the 
figures being used. 

Mr. Rees. I am talking about your reference that “The power to 
tax is the power to destroy,” and you are correct in that, but is it also 
true that they have a power to add to the cost of deficits, eventually 
without paying them ? 

Mr. Brater. The Congress, of course, is correct. in assuming the 
responsibility for it, but its our feeling it has to be based on correct 


lone 
n to | 
the 
pro- 
OWs 
luce 
its 
All 
ail, 
"ith 
‘ate 
Ose 
ind 
me 
me 
ew 
de, 
a 
n- 
th | 
he | 
g 
ie | 
il 
y 
t 
| 
j 


482 POSTAL RATE REVISION 


figures and our contention is the figures are incorrect for any proper 
judgment in the evaluation of whether there is a deficit or not. 

Mr. Rees. Do you want everybody to pay his way? You want your 
clients to pay whatever the costs are? 

Mr. Buiter. We do not believe there are subsidies. We believe if 
the proper figures are brought out there will not be subsidies. 

The Cuamman. How many members are there in your association ! 

Mr. Bruter. Two thousand three hundred. 

The Cuatrman. Mr. Lesinski? 

Mr. Lestnsxr. Do you object to paying your full share of the rates 
necessary to carry the third-class mail ? 

Mr. Brurer. Yes; we believe that we are paying it. 

Mr. Lestnskr. At this point you believe you are paying your own 
share ? 

Mr. Brater. Yes. 

Mr. Lesrysxt. You do not believe we are increasing the rates prop- 
erly to carry as it should be? 

Mr. Bruter. We would have to see the figures. We do not want to 
go on those present cost-ascertainment figures. We believe it’s mis- 
leading, contradictory, and erroneous. 

Mr. Lestnskr. Do you have any figures to prove otherwise ? 

Mr. Brnier. Yes; we do. I do not have them here. I did not antic- 
ipate that. 

Mr. Lestnskt. I believe we should have them, Mr. Chairman. 

Mr. Braver. We can provide that. 

(The information was not furnished. ) 

The Cuarrman. Thank you very much, Mr. Bihler. 

The next witness is Mr. Freudenberger, national director of legisla- 
tion, Disabled American Veterans. 


STATEMENT OF ELMER M. FREUDENBERGER, NATIONAL DIRECTOR 
OF LEGISLATION, DISABLED AMERICAN VETERANS, ACCOM- 
PANIED BY DENVEL ADAMS, DAV, NATIONAL DIRECTOR OF 
CLAIMS, WASHINGTON, D.C. 


Mr. FrevpENBERGER. Since this appearance was scheduled and my 
statement prepared there has been a development very favorable to 
the nonprofit groups and this relieves us immensely. 

However, I can read the highlights, I believe, of my statement in 
about 5 minutes, if that is satisfactory. 

The Cuamman. Very well. 

Mr. Frevpensercer. Mr. Chairman and members of the committee, 
my name is Elmer M. Freudenberger and I am national director of 
legislation, Disabled American Veterans. With me today is Denvel 
Adams, DAV national director of claims. The national headquarters 
of this organization is located in Cincinnati, Ohio, but Mr. Adams and 
I are assigned permanently to DAV National Service Headquarters, 
1701 18th Street NW., Washington, D.C. 

The attention of the Disabled American Veterans has been called to 
the provision of H.R. 11140 and H.R. 11360, together with the many 
other pending bills on the subject, that would readjust existing postal 
rates and authorize marked increases in the various classes. The effect 
on our organization of disabled war veterans, in the event the proposed 
increases for first-and second-class mail go into effect, would hit hard 
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to the tune of some thousands of dollars but the real disaster to our 
delicate financial position would be caused by any increases in the 
third-class rate, due to our necessarily large mailings in that class. 

As I am certain you already know, the Disabled American Veterans 
restricts its membership to war veterans who sustained wounds, in- 
juries, or suffered disease, in line of duty, in the Armed Forces. The 
DAV has at least one, and in the larger VA offices several, national 
service officers in each regional office of the Veterans’ Administration 
to assist veterans and their families with their claims. 

No fee is charged for this service and our assistance is freely given 
to all who seek it regardless of the fact that the veterans may not be 
members of the DAV. To pay the salaries of our national service 
oflicers and to defray other organizational] costs the Disabled American 
Veterans relies largely upon the results of vast periodic mailings of 
Idento-Tags (miniature license plates). 

This activity constitutes the very lifeblood of the DAV from the 
standpoint of raising vitally essential funds, and hundreds of thou- 
sands of automobile owners throughout the entire United States can 
attest to the value of the service responsible for the return to the 
proper owners of large numbers of lost. auto keys. The Idento-Tags 
are mailed third-class and, in view of the vast mailing operation in- 
volved, an increase in the postal rate, as it would affect us, of even one- 
quarter cent would cost our organization approximately $100,000 more 
annually. 

The Cnamman. Your statement was prepared before the Post- 
master General made his statement that there would be no increase in 
rates for nonprofit organizations ? 

Mr. Frevupensercer. Yes, sir. We are delighted to hear that. 

The next paragraph refers to the history of the last compromise 
bill and its effect upon us. I will skip that. 

The present proposals for greater increases, if adopted, will amount 
to an intolerable financial burden and one which will jeopardize our 
very existence as a national force for good. Our efforts to serve na- 
tionally the war disabled, their widows and orphans would be dras- 
tically impaired. 

The Disabled American Veterans, a patriotic congressionally char- 
tered veterans’ organization, certainly does not desire to be placed in 
the role of obstructionist, but we do not accept the theory advanced 
and so strenuously argued by proponents of postal increases that the 
Post Office Department should be considered to be a business and 
should be operated as such with income balancing expenses. Wit- 
nesses who have appeared before your committee in opposition to the 
increases in postal rates have effectively disposed of that untenable 
doctrine, we think, and have demonstrated the fallacy of the argu- 
ments favoring such an unrealistic approach. 

The Post Office is indeed “a public service” and I feel certain that 
the overwhelming majority of Americans view it in that proper light, 
and not on the basis of a profit and loss business venture. 

I will conclude by stating that the DAV has confidence in your com- 
mittee and we believe that you will do the correct. thing—the right 
thing—to protect the vital interests of those like ourselves who are 
so dependent upon the existence of reasonable rates in conducting our 
organizational mailing operations, the very lifeblood of the Disabled 
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American Veterans service to the wartime disabled, their widows and 
dependents. 

We have been honored on many occasions by Members of the Con- 
gress placing in your Congressional Record detailed accounts of our 
humanitarian activities in the field of veterans’ service. <A curtail- 
ment of that service would be a tragedy. Help us keep the faith in 
maintaining our standards. Thank you very much for your kind 
attention. 

The Cuarrman. Thank you very much. 

Any questions? 

Mr. Lestnsxr. Mr. Freudenberger, how do you suggest we should 
approach the problem regarding the difference that exists due to the 
fact that you pay less than the cost? How do you suggest we should 
make up the difference ? 

Mr. Freupensercer. The only way I see to do that is—— 

Mr. Rees. The only place is the U.S. Treasury. 

Mr. Frevpensercer. Yes, sir; that is what I was about to say. 

Mr. Lestnsxr. Well, how should this be handled? Is it a question 
of appropriations ? 

Mr. Apams. I have been listening to these gentlemen here and it 
would seem to me they are on the right track on their cost and all 
size of this situation. We have not made any studies of what it actu- 
ally costs to handle a piece of our mail because we have no funds. 
It would seem until these other factors are straightened out that we 
can’t judge this. 

Mr. Lestnsxr. We want to help you folks but in addition we do 
not want to kill the goose that lays the golden egg. 

Mr. ApAms. I am sure, after all these, years that the Post Office 
Department has operated out of the general fund that until such 
time as these studies are made it will have to continue to do so. I 
see no other answer to it. 

Mr. Mr. Chairman. 

The Cuatrman. Mr. Broyhill. 

Mr. Broynity. I am the recipient of one of the auto tags you re- 
ferred to. How many of these do you send out each year? I believe 
its very useful. 

Mr. Frepensercer. I think its a little over a total of 40 million. 

Mr. Broyniitit. How many responses do you get ? 

Mr. Apams. I think some of the figures I got a couple of weeks ago 
would show about a 38 percent return on a trial mailing under a new 
plan, to one large State, but the return on our regular mailings run 
about 15 percent. 

Mr. Broyniiy. You ask for contributions? You have no fixed fee? 
How much do you get ? 

Mr. FrevpeNnsercer. If anyone wants to keep the miniature tag, 
that is all right. There is nothing to return to us. As to those who 
do respond the average contribution is well under $1. 

Mr. Broynitt. But you get 38 percent that do respond. 

Mr. Apams. Under the new plan being tried, we are now using, in 
mailing out some Idento-Tags, maybe yours included, a return 
envelope is enclosed with four 1-cent stamps on it. We have been 
getting a greater return by doing that than by sending the envelopes 
out without any postage on them. 
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and Mr. Brornin. Can you use business reply ¢ 
Mr. Apams. We can but there is something about this four 1-cent- 
‘on. | stamp envelope that appeals to the public. 


Mr. Frevpensercer. A matter of psychology. 


our 
ail- Mr. Broyuity. How much do you average 4 
: Mr. Apams. I do not have that ex xaet information, but, as Mr. 
1 In 
ind | Freudenberger stated, the average rec eipt is considerably under $1. 
> 
Mr. Broyuitn. I notice it says postage will be paid if found. Put 
inmy mail box. You pay the postage. What kind of rate do you pay ? 
Mr. Apams. We pay straight rate. 
uld Mr. Freupensercer. I understand that between 200,000 and 300,- 
the 000 annually are found and put in the mail box and we return them 
ald to the owners. 
Mr. Broynitt. When you get them you pay the regular rate for the 
keys coming to you 4 
Mr. Apams. That is right. First-class rate. And when we mail 
the keys to the owner we pay full rate. I think this return-key opera- 
on tion costs us in the neighborhood of over $40,000 a year, to return these 
keys to these people. 
it Mr. Broyutin. Now one more question. 
ull Do you charge the owners of the keys that postage when you return 
n- the key 
Is Mr. Apams. No, sir. 
nen Mr. Frevpenpercer. No, sir; that isa free service. 
Mr. Broyrimt. The person who uses this and has not sent you 
is the contribution to start with is really a freeloader ? 
Mr. Frevupenpercer. Yes, sir. 
” The Cratrman. Thank you very much, sir. That concludes the 
h list of witnesses at this point. We have received several statements 
I which will be inserted at this point in the record. 
(The statements referred to follow :) 
LYONS-CLYDE-SAVANNAH SHOPPING GUIDE, 
Lyons, N.Y., May 26, 1960. 
Congresswoman JESSICA WEIS, 
2 Washington, D.C. 
6 DEAR Mrs. WEIS: We have a small publishing and printing business employ- 
ing at least 11 people (some times more part time). 
We publish a third-c lass weekly shopping guide covering the areas of Lyons, 
Clyde, Savannah, and Rose areas. 
We service about 100 small retailers weekly in our immediate area. 
) Originally, our mailing fee was 114 cents per addressed mailing piece. We 
are now paying 2 cents and the Ist of July 1960, will pay 2% cents. 
Now Postmaster General Summerfield is asking for another raise effective 
January 1961 and again in July 1961. This raises our mailing cost per piece to 
, a prohibitive 314 cents per addressed copy. 
We are protesting these two proposed raises for they will make it extremely 
difficult for us to continue our publication at a profit and if we increase our 


rates to meet this added expense, our merchants (also operating at a small 
profit) will be forced to curtail or in some cases discontinue their advertising 
(an unhealthy situation for all concerned). 

In reviewing past postal increases it seems that the shoppers have had to bur- 
den more than their share. 

Practically all shoppers (of which there are several hundred in the United 
States) use an addressing system that keeps their papers in perfect postal route 
order. This eliminates any need or cost for sorting the papers after they reach 
the post offices (we use three). When the postman stops at the house that par- 
ticular paper is on top of his pile. 

We know of no other direct mail (if there are any they are few) that go to 
their own expense to curtail post office expense in their mailing. Our own local 
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postmasters state that our publication is the easiest to handle with less work anq 
least expense than any other advertising or news media that comes to them. 
We ask your serious consideraion in this matter that is our livelihood and ask 
vehemently that you vote no on the third class proposed postal rate increase, 
My sincere appreciation is extended to you for your time and thought in our 
behalf. 
Very truly yours 
‘ ARTHUR WEEKS, Jr. 


STATEMENT OF Hon. Epwarp J. DERWINSKI, MEMBER OF CONGRESS 


Mr. Chairman and members of the committee, my purpose in appearing here 
today is to give you my views on H.R. 11542, a bill to raise third-class postal 
rates to a level approximating full costs. 

Year after year, the Congress has tacitly endorsed a postal rate structure 
which, in the aggregate, has cost our taxpayers nearly $7 billion since the end 
of World War II. 

Each year, the Congress has given its implied consent to a multitude of sub- 
sidies in the postal service. Each of these subsidies taken alone, on an annual 
basis, is not overly impressive. But when we bring them all together and tally 
their costs to the taxpayer over the years, the result is so shocking as to offend 
one’s sense of justice and propriety. 

I find it difficult to see why any mail cost should be paid by anyone except 
the user of postal services. There are valid exceptions, of course, as in the case 
of free mail for the blind. But I cannot see that anyone but the publishers 
and advertisers are served by perpetuating the huge annual deficits we now 
incur for second- and third-class mail. 

The 82d Congress laid down a policy in Public Law 137 which requires users 
of Government Services to pay for identifiable services. That policy has not 
been implemented in full to this date, but we are moving rapidly in that 
direction. 

The policy of the executive branch in the matter of user charges for iden- 
tifiable services is clearly set forth by the Bureau of the Budget in Bulletin 
No. 58-3 of November 13, 1957. That bulletin outlined the President’s program 
of action which would accomplish the following results in pricing identifiable 
Government services: 


1. Recover full costs for Government services which provide a special 
benefit ; and 


2. Obtain a fair market value for Government-owned resources or prop- 
erties sold or leased. 


The Postal Policy Act of 1958 endorses essentially the same _ pricing 
philosophy. 

In view of the great public benefit which flows from the widespread circula- 
tion of newspapers and magazines, I believe there is some justification for 
continuing a below-cost mail service for second class. I do not believe, however, 
that our publishers are now carrying a fair share of postal expenses when reve- 
nues as a whole meet only a fourth of costs. 

In the case of third-class mail, which consists of advertising circulars to a 
very large extent, I can see no valid reason for continuing to operate with an- 
nual subsidies of $200 million to $300 million. 

It is only that the Federal Government is the agent for supplying delivery 
services for advertisers that the issue of subsidy arises. If delivery was ar- 
ranged through private carriers, there would be no thought of asking the Gov- 
ernment to defray a portion of the advertiser’s distribution costs. 

There has been much testimony by protagonists and opponents of third-class 
rate increases. But, in the final analysis, these are the facts which weigh most 
heavily in my conclusion that third-class rates should be raised above their cur- 
rent levels. 

1. Third-class mail is largely a delivery service provided to business patrons 
for circulars, catalogs, and small parcels. The fact that the Government pro- 
vides that delivery service should not affect the obligation of patrons to pay the 
cost of that service. If they were purchasing a commercial service, they would 
expect to pay costs plus a reasonable profit. 

2. Third-class bulk-mail users perform numerous valuable services in prepar- 
ing their mail. If they did not do so, the cost of handling their mail by the 
Post Office would be greater. It seems quite clear that any rate proposal which 


% 
has 
work 
of O} 
Adve 
4. 
prev 
mer 
that 
by 
firm 
TOC 
D. 
has 
able 
mai 
pos 
ing 
6 
tha 
siv 
sil 
| 
; 
be: 
tin 
4 
in 
to 
pe 
ol 
al 
0 
| 
\ 
| 


POSTAL RATE REVISION 487 


rk an 
hem, , has cost recovery as its goal automatically credits the direct mailers for the 
nd ask work they do. 

PASE, 3. The need for increased postal rates stems mainly from the higher costs 
in our of operating the postal service, particularly since the end of World War II. 


Advertisers have had to absorb increased costs as they arose for labor, paper, 
and printing. Why should delivery costs be the exception? 

» JP, 4, The question of ability to pay has been explored more fully than at any 
previous time in the history of the postal service. Both studies of the Com- 
merce Department and the Small Business Administration proved conclusively 
that the last rate increase produced no significant adverse effects. The study 
, py McKinsey & Co., a nationally known and outstanding management consulting 
> here firm, contains persuasive evidence that moderately higher postage rates would 


ostal produce no injurious effects. 

5. The appeal for special rate considerations on the basis of deferred service 
cture has been greatly overplayed by the direct mail users. Most circulars are avail- 
> end able for dispatch by mailers long before any critical delivery date. Third-class 

mail patrons can, and do, anticipate delivery lag time. The time required for 
— postal delivery does not detract from the value of service provided for advertis- 
a ing mail. 
tally ) : 6. The rate proposals I have offered give adequate consideration to the fact 
Tend that third-class matter is sorted and prepared by bulk mailers and that it is 
! given nonpreferential handling. Bulk third-class rates would be lower than 
cept | single piece third-class rates. Moreover, the rates proposed for bulk third 
case class are substantially below the rates proposed for first class. 
hers } Somebody has to pay for postal service. Those who get the benefits should 
now | hear the cost instead of passing it along to the general taxpayer. It is high 
time the Congress relieved the general citizenry of this constant burden which 
sers is reflected in profits of business firms. 
not It may interest you to know that I recently conducted a poll of my constituents 
hat in which I posed the following question: Do you favor raising postal rates 
to cut present postal deficit? 
len- | The replies to my question were 55.2 percent, “Yes”; 48.2 percent, ‘No’; 1.6 
‘tin percent, ‘No opinion.” However, a fascinating fact that emerged from the 
am replies was the repeated comments by people who objected to the huge volume 
ble of third-class mail they were receiving and who stated frankly they felt that 
an increase in third-class rates would be justified and a practical means to cure 
ial the postal deficit. Certainly, in all our acts our ultimate goal is to serve the 
people we represent. In my considered judgment the taxpayers of the United 
Ip- States would be served by an increase in third-class postal rates. The recipients 
of mail would certainly have no objections, and I am positive that the bulk- 
ng mailing industry could practically absorb the cost involved. 
a- 
or 
r, | STATEMENT OF Mr. DonaLp Watson, MADE ON BEHALF OF THE NEW ENGLAND 
e- HOMESTEAD OF SPRINGFIELD, MASS. (IN BEHALF OF THE OFFICERS OF THE COR- 

PORATION ) 

. The New England Homestead is classed as a State or regional agricultural 


a publication serving 140,000 rural families in New England and New York State. 
Our circulation is paid and is distributed entirely through the mails, with the 

y exception of approximately 50 copies sold through a local outlet. 

” Our editorial content is devoted exclusively to the betterment of and service 

- to the farmers and rural families of the Northeast. We are in our 105th year 

of continuous publication. 

Farmers of the area which we serve have for more than a century come to 
; depend upon the New England Homestead for the latest information on local, 
‘ i regional and national agricultural developments. It is our hope to be able 
| to continue to provide this information for many years to come. Studies made 
by the University of Vermont, Cornell University and others have provided 
| facts which show that over 70 percent of the agricultural information obtained 

{ by farmers comes from publications such as ours. 

We strongly feel that we are performing an invaluable service to the agri- 
cultural population of the Northeast. Speaking for the officers of the New 
England Homestead, we wish to stated that we are strongly against the enact- 
ment of H.R. 11140 in its present form. 
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As compared to many of the farm periodicals throughout the Nation, we are 
classed as a small publication. Though small, we consider ourselves one of the 
better publications. Our costs, like those of all other segments of the business 
world, have risen tremendously during the post decade. Not the least of these 
increased costs have come through the last two bills which dealt with second 
class postal rates. When the cost of any single business operation increases 
by 60 percent, you can easily realize that this is a matter of serious proportions— 
even in a small business operation. If enacted, H.R. 11140 would have a 
disastrous effect on our business. 

We feel that the postal service was originally provided as just that—a service 
to the population. We do not expect to have a free ride. This is not the demo- 
cratic process. 

Since postal revenues pay approximately 85 percent of the entire cost of the 
post office and only 15 percent is charged to the general welfare, this would 
seem to be the lowest cost service the people receive from the Government and 
that further increase in postal rates is not justifiable. 

Speaking only for our own publication—but realizing that the same conditions 
exist with other similar publications—the enactment of this bill would seriously 
threaten our very existence. The rates which agricultural publications have and 
need to perform their services tend to serve our rural population even more 
than the publications themselves. The dissemination of information to this 
segment of our population has proved effective in campaigns to eliminate live- 
stock and poultry disease problems, the furtherance of the grassland farming 
program which has become so valuable in grain deficient areas, the development 
and practical use of farm machinery and the vital programs for the marketing 
of agricultural products. As you know, farm publications do not engage directly 
in the field of politics. 

Additional increases in mailing costs would normally force increases in ad- 
vertising rates for most publications. Farm publications are not in position to 
absorb another increase. They are unable to pass additional costs to subscribers 
and advertisers. Any increase in fixed costs, at this time, might easily wipe 
out the net revenue earned by farm papers and magazines. The nature of our 
business, unlike some others, clearly points out the fact that profit in relation 
to the volume of business is small. 

One of the selling factors of farm magazines over the years has been the 
extremely low subscription rate made possible by the second class mailing rate. 
It would prove to be a near fatal error on the part of agricultural publications 
to raise the subscription rate. This leaves only the advertising rate. We would 
expect to lose some of our major advertisers should we be forced to raise the 
advertising rates again. We most certainly would have a reduced total linage 
as a result. We could expect the loss of many of our smaller local advertisers 
who depend upon us almost exclusively for the dissemination of their advertising 
messages to our farmers. 

We would, therefore, not only be burdened by an exorbitant increase in mail- 
ing costs, should this bill pass, but would lose substantially in advertising 
volume a double financial burden. In the event of the passage of this bill our 
position would become tenuous. Our net income would be drastically reduced 
and our ability to serve our rural subscribers curtailed. 

We do not feel that H.R. 11140 would benefit the Nation as a whole. We do 
feel, and strongly, that the Post Office Department should be considered as a 
service department to the public and not operated as an independent business 
organization expected to operate at a break even level. 

We cannot register too strongly our opposition to this bill. 


STATEMENT OF THE CENTRAL ASSOCIATION OF THE MrracuLous MEDAL, PHILA- 
DELPHIA, Pa., SUBMITTED BY Rev. JAMES D. COLLINS, ASSISTANT DIRECTOR 


The Central Association of the Miraculous Medal is an unincorporated non- 
profit organization established in 1915 by the Congregation of the Mission of 
St. Vincent de Paul in Germantown, Philadelphia, Pa. The central association 
proposes to do three things: (1) To promote devotion to the Blessed Virgin 
Mary, (2) to assist in the education of young men for the priesthood, (3) to 
relieve the poor. 

1. To promote devotion to the Blessed Virgin Mary: The central association 
has built and sponsors a national shrine in Germantown—the Shrine of Our 
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Lady of the Miraculous Medal. Each Monday since 1930, approximately 10,000 
people attend the religious services at the shrine. Their spiritual needs are 
attended by approximately 25 priests. In this, we feel that we have contributed 
and are contributing to the spiritual welfare and moral health, particularly of 
the city of Philadelphia, and in general, to various cities and States throughout 
the country. 

» To assist in the education of young men for the priesthood: The central 
association has built and finances completely three seminaries: 

1. St. Joseph’s College, Princeton, N.J. 
2. St. Vincent de Paul Novitate, Ridgefield, Conn. 
3. Mary Immaculate Seminary, Northampton, Pa. 

In these seminaries, over 400 priests have been prepared to go out and to work 
for the salvation of souls throughout the eastern section of the United States 
and in foreign countries. The good work that these zealous priests carry on is 
due almost entirely to the financial assistance given by the central association. 

3. To relieve the poor: The central association was established by the con- 
gregation of the Mission of St. Vincent de Paul. In the history of the church, 
St. Vincent de Paul was so outstanding in his life of almost every known form 
of poverty that he is given the name, “Father of the Poor” and “Patron of 
Charity.” The central association, established by his sons, is bringing his 
relief of the poor into our modern society. Since 1915, vast amounts of money 
have been given for the relief of the poor here in Philadelphia, in our home 
missions of Greensboro, N.C., Opelika, Phoenix City, Auburn, Lanett, Alexander 
City, Tallassee, all in Alabama. Then there are our missions in the Canal 
Zones—Cristobal and Balboa—our missions in the Republic of Panama—Al- 
mirante, Boeas del Toro, Changuinola, David, Conception, and Puerto Armuelles. 
Finally, in the missions of China, from 1921 until 1953, when our missions were 
closed, many of our priests labored year after year among the poverty-stricken 
people of China. The central association has contributed substantially to the 
support of our missions and the establishment of churches and schools, hospi- 
tals, orphan asylums, ete. The central association awaits anxiously the day 
when it will be able to take up once again the relief of the poor in China. 


POSTAGE 


The three purposes of the Central Association are made possible through the 
contributions of money given by good people throughout the United States 
particularly, and also in Canada and foreign countries. Our moneys are realized 
chiefly from three sources : Membership fees, the sale of cards, and miscellaneous 
offerings (offerings for masses, votive lights, and burses). Our expenses might 
be classified under the heading “Payroll, supplies, and postage.” It is the item 
of postage particularly that we would like to call to your attention. Postage 
is one of the tools of our trade, since we appeal almost entirely for assistance 
through the mail. Thus, when postal increases are voted, it isn’t merely a case 
of paying an additional cent for a stamp. A postal increase affects us in terms 
of thousands of dollars. When the final increase of the latest postage bill goes 
into effect on July 1, 1960, the postage bill of the Central Association will be 
increased by about $30,000 per year. It is difficult for us to pass on to our 
customers this increase in expense. We rely on them for giving offerings, and 
thus an increase of this nature must be absorbed by the association in some 
way or other. As we see it, the chief effect of this drastic increase is less money 
available for the various forms of charity which I have outlined for you. 


EMPIOYEES 


Let me eall to your attention the fact that the Central Association employes 
about 160 men and women. They are residents of the city of Philadelphia, pay 
their taxes in Philadelphia, in the State of Pennsylvania, and to the U.S. Govern: 
ment. Increases of postage, which have been indicated, are bound to have their 
effect upon the number of employees. Thus, these men and women who work 
for us are vitally concerned about the continued effort to raise postage even 
higher than it now is. 

JUNK MAIL 

I trust that it is not out of place for me to speak about the term “junk mail,” 
which is frequently read in our papers and has many times been on the lips of 
our people in Congress. The indiscriminate use of this term has been harmful 
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to the work of the Central Association from time to time, and while I feel that 
the term is used because the work of our organization is not entirely understood, 
I think it was unfortunate that it is so used. Let me assure you that the literg. 
ture, the various appeals, that are sent out from here are carefully prepared, 
and no item of expense is spared to make them more presentable. Our cards 
are artistic. Our various appeals are carefully designed, and so is our litera- 
ture. The various prayer cards and other religious literature that we distribute 
are edifying and helpful to the people who receive them. We feel that it is 
unfortunate that such items should be termed as “junk.” Perhaps a better 
understanding of the type of literature that we send will correct this unfor. 
tunate mistake. 

In conclusion, let me express the gratitude of the Central Association for this 
opportunity of presenting our thoughts on postage and postal increases. Our 
relationship with the Post Office Department has been, in general, pleasant, 
The Post Office Department has contributed greatly to the success of our work, 
We rely almost entirely on direct mail advertising to bring our problems to the 
people and to bring their donations to us. I’m sure that with a better under. 
standing of our problem that this pleasant relationship with the Post Office 
Department will continue. 


House OF REPRESENTATIVES, 


Washington, D.C., May 27, 1960. 
Hon. Tom Murray, 


Chairman, Committee on Post Office and Civil Service. 


Dear Mr. CHAIRMAN: The enclosed telegram has been received concerning the 
current hearings on increases in postal rates, and it would be greatly appreciated 
if it could be made a part of the record as requested. 

I join in objecting to the administration’s proposals for increasing postal rates 
at this time, and certainly hope that they will be rejected. 

With best personal regards. 

Sincerely yours, 


H. MEYER, 
Member of Congress. 


MONTPELIER, VT., May 24, 1960. 
Congressman W. H. MEYER, 


House Office Building, Washingten, D.C.: 


Proposed postage rate hikes now being discussed before the House committee 
disastrous for third-class mailers, would destroy valued public service, and have 
adverse effect on postal revenues—fourth class as well as third. Crossroads a 
small mailer but as many as 30,000 people a year ask for our catalog. Our 
business sponsored by Montpelier and Vermont development associations, In- 
crease in our postage bill this year, disregarding any further raises, 80 percent 
of our 1958 net profit. Urge you bring this to attention Tom Murray, chairman, 
and request this wire be made part of record. See Wednesday Post for additional 
facts. Hoped to see you Saturday, but couldn’t make it. 


MILTON SUNDERLAND, 
Vermont Crossroads Store. 


STATEMENT OF Boris LEAVITT, PRESIDENT OF LANA LOBELL, INC., HANOVER, PA. 


Ours is the Lana Lobell mail order business. In 10 years’ time, from mid- 
1950 to mid-1960, we and our affiliates have grown from a small retail store 
business to a farflung national and international selling operation, chiefly in 
the women’s ready-to-wear fashions field. Our catalogs—‘“Lana Lobell” and 
“Grace Smart”—issued four times a year, give a wide selection of up-to-the- 
minute fashions at popular prices in dresses, sportswear, and lingerie. The 
response to our catalogs has been favorable enough to cause us to print over 
16 million copies in 1959 alone, these being mailed to every one of the 50 States 
and many countries in the free world from our hometown of Hanover, Pa. 
(consider this fact with relation to the continuing demands for decentraliza- 
tion of industry). Our business is, we believe, an outstanding example of the 
opportunity that still has existed in the United States, and almost exclusively 
there. The present scope of the business is best indicated by various figures 


for our last fiscal year ended January 1, 1960, which follow: 
We paid out over $1 million in catalog preparation and printing costs, and 
nearly $300,000 to mail these 16 million catalogs in 1959. An additional $325,000 
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was paid in parcel post and first-class postage fees, or together a total of over 
$600,000 to the U.S. Post Office, which would not have been paid if we had been 
forced out of business. Our employee payroll amounted to $570,000 for the 
year; and so far as we can determine, the equivalent in wages would not have 
peen available to these families from any other source in this community if 
we had been forced out of business. Our gross volume was over $8 million, 
put the profit before taxes on this volume was only $100,000, or less than 14 
percent. Income taxes, of course, had their own special impact and left a 
small return, indeed, for the volume of business done and the attendant risk 
connected therewith. 

In 10 years of operation it may be interesting to note that we have printed 
100 million catalogs at a cost of $7% million, paid total postage expenses of 
$544 million, paid our workers $3,800,000 on a total volume of over $63 million, 
and incurred $347,000 in Federal income taxes. 

The McKinsey report implies, among other things, that increasing the pound 
rate from 10 to 14 cents (a 40-percent increase) and the minimum piece rate 
from 2 to 3 cents (a 50-percent increase) within a 6-months period of time, and 
the latter being a 150-percent increase since 1952, is a ‘moderate’ increase and 
that postage costs, while “* * * a factor in fixing the cost per sale of mail- 
ing * * * are not the critical factor.” They imply it is only necessary to in- 
crease the response rate by greater accuracy of lists and more effective mailing 
pieces, as if these approaches are not even now being used to the limit in every 
conceivable way. They also state “The postal rate * * * is not the make or 
break factor in this business.” It may not be the “make” factor, but it can 
surely be the “break” factor for a small mail-order business. The suggested 
raises to go into effect on January 1, 1961, if applied to our 1959 operations, 
would cause an increase in postage expense of $125,000 per year, or more than 
our profit before income taxes by the substantial amount of $25,000. 

There has, as yet, been little impact from the postage increases on catalogs 
in our business, because most of our catalogs are mailed under bulk mailing 
permits and have been large enough to go at the 10 cents per pound rate, which 
has not been changed, yet. As our catalogs usually weigh a little over 3 ounces 
each, we will be affected by the new 2%-cent minimum piece rate on July 1, 
1960, to the extent of approximately $40,000 per year. However, this year we 
have also been burdened by parcel post increases costing us an additional 
$65,000 per year, which is a severe increase of about 25 percent. The impact 
of the 1960 increases just mentioned are enough to put us close to the break- 
even point and remove the profit previously expected in this business, which 
profit as a ratio to sales has never been exorbitant in the first place. If, in 
addition, the proposed increases for January 1, 1961, are put into effect, only 
Providence can long keep us in business. 

Without going into the general arguments as to the correctness of the post 
office’s cost ascertainment procedures and the value to them of this deferred 
treatment category of mail, we can at least detail the special obligations the 
post office entails upon us: We furnish a complete room for postal operations 
and for post office personnel at our plant at a nominal cost to the post office of 
$1 per year. Also, we sort catalogs by direct and indirect destination cate 
gories, bundle and tie them, place them in mailbags, weigh each mailbag, and 
load them on the post office mail trucks. And, of course, delivery is very slow 
compared to first-class mail. 

In short, our argument is that the proposed increases are not “moderate” in- 
creases, nor will their effect be negligible as indicated by our own business. We 

-annot help but feel that, instead of cutting costs for the Post Office Department, 
the possible resultant loss of revenue may increase the postal deficit, and not 
remedy it. If concerns such as ours are to be forced out of business by postal 
rate increases, there will be corresponding decreases in the payment of income 
taxes, both from business and employees, and a blow of at least some substance 
to the printing industry. We believe the most important point of all is that in- 
creases such as this will force ourselves and many other small businesses out of 
existence and thereby increase concentration of business in the big companies 
and in the largest cities. Actions such as this tend to mock the Government 
pronouncements that have been made concerning the desirability and encourage- 
ment of small business. As part of small business in general, we feel we are 
being treated as a pawn by the Post Office Department in its continuous efforts 
to win rate increases. 

We thank this committee for the opportunity of presenting this testimony for 
its fair-minded consideration. 
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STATEMENT SUBMITTED By JosuH S. WESTON, CONTROLLER, POPULAR MERCHANDISE 
Co., INc., PASSAIC, N.J. 


Many a more eloquent and better informed person than myself will un- 
doubtedly appear before this committee. And in all probability, nothing I say 
will alter the outcome of these hearings. But as a representative of some 500 
people in my company who derive their salaries from a mail-order business and 
who think that their efforts are of some value to their fellow citizens, 1 fee] 
obliged to voice our thoughts on the subject of third-class postal rates. 

My comments can be divided into three sections : 

(a) What special service third-class mail performs for the Nation and 

why Congress should be interested in the welfare of third-class mail. 
(b) What effects the proposed rate increases will have on third-class mail, 
(c) Some thoughts on cost accounting and statistics. 


THIRD-CLASS MAIL PERFORMS A VALUABLE SERVICE 


Persons opposed to the concept of third-class mail (for whatever reason) fre- 
quently cite this mail as “junk mail’ which is painfully imposed on unwilling 
addressees who universally detest this form of advertising. 

Undoubtedly there are many people who don’t care to order by mail. There 
are, however, millions of people who for health, family, and other reasons need or 
prefer to shop leisurely in the convenience of their own home. About 70 percent 
of our 2,090,000 customers are “home bound” mothers of young children who find 
it difficult to travel to shopping centers for their needs. Our company alone 
has furnished many millions of needed products and services to these people 
that they might otherwise get only through a less convenient method of shop- 
ping. Third-class mail is the means by which mail-order firms enable millions 
of people to purchase many billions of dollars of their needs by mail each year. 
The true measure of the value of third-class mail is the number of people who 
respond annually to its message. 

The typical third-class advertisement will effect a sale from 1 out of every 
50 pieces mailed. I’m quite confident that very few radio, TV, or newspaper 
advertisements will bring a similar level of consumer response. The fact that 
the percent of response to a third-class mailing piece is higher than the response 
percent to most other advertising media is significant proof of how useful the 
consumer finds third-class mail in the retail distribution of this Nation’s output. 

There has been some talk that third-class mail invades the privacy of the 
home and should be eliminated for that reason. Allow me to draw an analogy 
from the newspapers which use second-class mail, and the broadcasting media 
which use our national airwaves. 

Since it is commonly presumed that the uninterested reader or viewer can 
ignore ads that don’t interest him, nobody proposes that paid commercials be 
banned from the second-class mails used by publications or from the Nation’s 
airwaves. Well, this same uninterested reader can ignore any piece of third- 
class advertising that doesn’t appeal to him. His privacy hasn’t been offended. 
What reason is there to consider depriving the millions of shoppers and em- 
ployees who depend on third-class mail? The tremendous volume of business 
in this field is the public vote of confidence in mail-order advertising. 


THE PROBABLE EFFECTS OF A RATE INCREASE 


I have attempted to develop the theme that third-class mail serves a useful 
purpose to many millions of people, and that it should be viewed as a wholesome 
part of our economy. In that context, here’s what the proposed rate of increase 
to 2% cents or a 3-cent minimum will do. 

A few of our competitors will be forced to give up operation. The greater 
majority will be forced to curtail their operations to smaller geographic areas 
and fewer households. 

During the past year we have had to eliminate most of Virginia, West Virginia, 
North Carolina, and Michigan from the area in which we solicit business because 
of the recent postal increases. The July 1, 1960, increase from 2 to 21% cents 
per piece has forced us to cancel most of our mailing plans to Maine and Ohio. 
When one mails hundreds of thousands of pieces, the seemingly slight difference 
of one-half cent each becomes many thousands of dollars and can make the 
difference between soliciting or not soliciting business in borderline areas. 
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In the next 3 months, my company will mail 698,000 fewer pieces than it did 
last year at the same time, and this is in substantial measure due to postal 
increases. 

In addition to reducing our solicitation of new business, most of us will be 
forced to pass some of our postal increases on to the consumer in the way of 
inflationary higher prices. Inflationary as this may sound, we just can’t absorb 
the postal increase. In 1960, the increase in my firm’s postal bill because of rate 
hikes will exceed its total 1959 profit. We are planning to up our prices in the 
fall to defray part of the postal burden. So the postal increase, among other 
things, is a consumer price increase or tax increase—nothing less. 

Occasionally, price increases are unavoidable; but I don’t see how the admin- 
istration can, in good conscience, raise the price of third-class mail 67 percent 
(144 to 24% cents) in 18 months, or 150 percent in 8 years and entertain still 
another proposal (H.R. 11365) to make the recent round of increases 235 percent 
by 1962. Is the fear of inflation that our Government voices sincere? Is there 
any tax that the Government has ever increased so suddenly by such a large 
amount? Were a private firm to institute such a large price increase, it would 
be roundly criticized. 


THE PUBLIC ETHICS OF A RATE INCREASE 


I've discussed the public value of third-class mail, and the effect that specific 
rate increases will have on this service. There is an ethical and moral side to 
the rate increase problem, toe. The existence of our type of postal system has 
been a public foundation upon which many businesses have been built. It is 
extremely unsettling to rapidly upset an economic environment without due 
consideration to the people who have honestly accommodated and devoted them- 
selves to that environment and live by it. The Government, whose postal facili- 
ties have encouraged people to depend on the mail-order business, bears a re- 
sponsibility not to precipitously upset the economic fabric which it has en- 
couraged. 

To do otherwise is to violate the sense of stability, continuity and security to 
which every man is entitled in dealing with his Government. The long existence 
of the preferred mailing rate for third-class mail was a primary basis upon 
which my firm’s business and many others were built. We have devoted many 
years to, and staked our careers on, this type of business. It is morally unjust 
to upset this equilibrium by a series of sudden and drastic rate increases that 
are far in excess of the increases in postal costs allocable to third-class mail. 
If Congress increases third-class mail rate again by so much, in so short a time, 
it is legislating out of existence the promise of a growing future to many of my 
colleagues. 

I urge Congress to adopt a course of moderation in considering upward price 
movements on third-class mail lest there be unjust and irreparable damage done 
to the citizens who have predicated their livelihoods and careers on the reason- 
able assumption of consistency in rate determination. 


POSTAL ACCOUNTING AND THIRD-CLASS RATES 


My comments thus far have not dealt with the stated reason for all the talk 
about a third-class postal deficit—namely, the so-called postal deficit. 

We often hear explanations of why the Post Office should cover its own 
expenses like any other business. This may sound logical, but it is a well-known 
fact that the public interest forces the Post Office to do uneconomic, unbusiness- 
like things (fourth-class post offices, star routes, etc.) that no business has to do. 

Is it reasonable to expect postal users to pay for services rendered in the 
public interest? Business logic doesn’t dictate the whole postal operation, so 
why should business principle alone determine postal pricing? 

And even if the Post Office is running at a deficit, after adjusting out the 
public services that really shouldn’t be charged to postal users, the question 
remains which class of mail should bear a price increase. 

Historically, third-class postal rates have been 33-50 percent of first-class 
rates. Current proposals would make third-class prices 62-75 percent of first 
class. The proposals to change the historical rate relationship between high- 
priority first-class mail and low-priority third-class mail are based on some 
bizarre accounting assumptions which make third-class mail sound as costly as 
first-class mail. 

Third-class mail requires neither canceling nor facing nor sorting nor bagging. 
In the behind-the-scenes part of the main New York Post Office which I have 
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visited, that is a tremendous part of the total operation. Bulk third-class mai 
also doesn’t require sale of postage stamps, and it doesn’t have to be picked y 
by the post office in mail boxes. It’s delivered to the post office. And third-clasg 
mail is mostly handled in the daytime hours which are otherwise slow in a post 
office. First-class mail must be handled in special night shifts and third-class 
mail is only handled at those times when other work permits. 

Our firm spends 0.2 cent apiece on sorting our third-class mail into town 
order. I have good reason to believe, from personal observation, that it costg 
the Post Office a lot more than it costs our firm to sort and bundle random mail 
into town sequence. 

I have watched the operations at the facing tables of the New York Post 
Office, and my observations of the output of the people at the facing tables lead 
to the conclusion that at least 0.3 cent apiece is spent by the Post Office in 
canceling first-class mail in this better run post office. 

I also know that the post office processes its first-class mail within 24 hours, 
while our third-class mail may sit in the same post office awaiting processing 
for as much as a week. Any clerical expert will agree that there is a tremen- 
dous economy in using third-class mail only as “filler work” when there is noth- 
ing better to do. In my business, I could cut clerical costs by 20-30 percent if I 
could smooth out the workload by having such low-priority jobs to intersperse 
between high-priority jobs. 

I have gone into a few specifics to illustrate the types of savings that third- 
class mail permits. Certain cost accountants can purport to prove any answer 
they wish. Their opinions should be evaluated in the light of who is paying 
them for their services. 

It’s a sham to accept any cost allocation that represents third-class mail unit 
costs as being any more than one-half of first class. 

To summarize, I suggest that— 

1. Third-class mail serves a useful and economic purpose that should be 
encouraged. 

2. The Government, by creating the “third-class economic environment,” 
has a public obligation not to capriciously cut down those citizens and busi- 
nesses who have in good faith grown in and adjusted to that environment 
with the expectation of Post Office consistency and stability. A relatively 
sudden 67 percent rate increase is an unfair, unprovoked, unjustified blow 
at the foundation of these businesses, seldom parallelled in other fields. 

3. The Government method of computing third-class costs for rate-setting 
purposes seems illogical and yields unreliable conclusions. 

Therefore, I urge this committee to hold third-class rates to 2 cents each (a 
33 percent increase over 1958)—at least until such time as public policy costs 
are removed from postal charges, and the remaining costs are more equitably 
divided between first-, second-, and third-class mail. 

And if, at that time, a postal rate increase is still indicated, I urge that the in- 
crease be made in more digestible increments to give businesses an opportunity 
to adjust to the change. 


Thank you for your time. 


OrTHO-VENT SHOE Co., INc., 


Salem, Va., May 27, 1960. 
Hovuse oF REPRESENTATIVES, 


Committee on Post Office and Civil Service, 
Washington, D.C. 


Dear Sirs: I have requested, and been denied, an opportunity to appear before 
your committee to tell you personally the effect the proposed third-class rate 
increase will have on our company. The only other thing for me to do is to 
state my case in writing and hope that this letter will be inserted in the record 
and read by the Representatives who are studying this problem. 

The Ortho-Vent Shoe Co. is a direct selling company with main headquarters 
in Salem, Va. We are a small business employing about 80 people in Salem. 
We have in the United States some 20,000 commissioned salesmen who take 
orders for Ortho-Vent shoes house to house, sending the orders to Salem, Va., 
for shipment. We have been in business since 1926 and like to feel that we 
are an important part of our community and of the American economy. Our 


postal receipts account for over 60 percent of the gross receipts of the Salem, Va., 
Post Office. 
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I have read the testimony given before your committee by Mr. J. M. George, 
president and general counsel of the National Association of Direct Selling 
Companies, and the testimony of Harry J. Maginnis, executive manager of the 
Associated Third-Class Mail Users. Both of these gentlemen expressed the 
serious problems these proposed third-class rate increases will have on our 
business and businesses like ours. I will not repeat the well-take points which 
they made and in which everyone in our organization concurs. Instead, I will 
limit my remarks to the way in which these proposed increases on third-class 
mail will have direct—and perhaps disastrous—effects on our business. 

We do not use third-class mail to sell our merchandise. We use third-class 
mail in two ways: 

1. To recruit salesmen. A large part of our sales force is made up of retired 
people who would have little income other than social security if they did 
not have an opportunity to sell Ortho-Vent shoes or other products direct. We 
feel that we perform a social service to the people in the United States in 
providing a job for elderly men. With the trend in the American business 
toward earlier forced retirement, together with the increasing lifespan, the 
reservoir of these retired people in America is growing at a very fast rate. We 
purchase the names of these retired people, writing them a letter by third-class 
mail, in which we explain the opportunity available to them to sell Ortho-Vent 
shoes on a part-time basis. 

Currently, it costs us $42 a thousand to make these mailings, of which $20 
a thousand is third-class postage. It now takes us 10 months to receive enough 
business from the salesmen we recruit to pay the cost of the effort. You can 
quickly see that the proposed increase in third-class mail would so increase our 
cost that we would have to discontinue these mailings, and thus be denied an 
opportunity of recruiting these sales people. And these elderly people would be 
denied an opportunity of selling Ortho-Vent shoes. 

2, We use third-class mailings to communicate with our 20,000 sales people 
in America. We conduct a training course using third-class mail. We introduce 
new styles, we introduce new merchandise by third-class mail, and do all of the 
routine correspondence with our salesmen with third-class mail. All in all, we 
make about 50 third-class mailings a year to our 20,000 salesmen. The average 
cost of these mailings to 20,000 salesmen is about $600, of which $400 currently 
is postage. If the proposed increase in third-class mail went into effect we 
would, of necessity, have to reduce our mailings to our salesmen, which would 
reduce their training, reduce their source of information, reduce our business, 
and, in fact, tend to make our old pattern of operation unprofitable. 

Our current postage cost is 12 percent of our gross business. Our postage cost 
is 20 times more than our net profit. 

We feel that we, and companies like us, perform a valuable economic service 
to the American people. We make available to people in rural areas and small 
towns a variety of shoes in styles and sizes which otherwise would be denied 
to them. The average shoestore in America carries less than 50 sizes per style. 
We carry 150 sizes in many styles. People in America who live in these rural 
areas, without the advantage of big city shoestores, would be denied an oppor- 
tunity of buying the size shoe they need if companies like ours were not in 
existence. 

However, we are not asking that the Post Office Department subsidize our 
business. We are prepared to pay the cost of operating our business or we 
should not be in business. We know, however, that the Post Office Department 
is wrong in their figures on the cost to them of processing third-class mail. In 
our small business we maintain a staff which averages 12 people year round 
who do nothing but sort, bundle, and process our third-class mail. On first-class 
mail all we do is drop it in the post office with post office employees doing all 
the handling. Our first-class mail from Salem, Va. to Los Angeles is delivered in 
2 days. Our third-class mail takes 2 to 3 weeks. This fact proves that third- 
class mail is not given preferential treatment, which enables the post office em- 
ployees to handle it in spare time as a work filler. 

We have worked closely with the local post offices for many years and are 
familiar to some extent with their cost of operation. We know that it costs the 
post office a lot more money to process first-class nail than it does third-class 
mail which we have completely prepared for them. 

I do not believe that the Post Office Department should be required to “break 
even” costwise as long as they continue to perform many free and partially sub- 
sidized services. If the post office were put on a complete businesslike basis, 
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with accurate cost accounting for the various services they perform, I would 
join other businessmen in recommending that we pay our fair share of the sery. 
ices that the post office performs for us. But to recommend third-class postage 
increases to $35 a thousand when first-class postage is $40 a thousand is emi. 
nently unfair and, in fact, ridiculous. 

We hope that you will give every consideration to these views and not recom. 
mend postage increases which will have such a disastrous effect on the opera- 
tion of our small business. 

Sincerely, 
CABELL BRAND, Vice President. 


The CuarrMan. We will now stand in recess until 10 o’clock tomor- 
row morning. 

We stand adjourned. 

(Whereupon, at 12 o’clock noon, Thursday, June 2, 1960, the com- 
mittee recessed, to reconvene at 10 a.m., Friday, June 3, 1960.) 
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FRIDAY, JUNE 3, 1960 


House or REPRESENTATIVES, 
ON Post Orrick AND CIvIL SERVICE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a.m., in room 215, 
House Office Building, Hon. Tom Murray (chairman of the commit- 
tee) presiding. 

The Cuarrman. The committee will be in order. 

The hearings will be resumed on the postal rate legislation now 
being considered by the committee. 

The first witness this morning is Miss Doris Thompson, director 
of the American Booksellers Association, New York City, who will 
present the statement of Mr. Joseph A. Duffy, executive director. 

Miss Thompson, we will be pleased to hear from you. 


STATEMENT OF JOSEPH A. DUFFY, EXECUTIVE DIRECTOR, AMERI- 
CAN BOOKSELLERS ASSOCIATION, NEW YORK, N.Y., AS READ BY 
MISS DORIS THOMPSON, COOWNER, FRANCIS SCOTT KEY BOOK 
SHOP, WASHINGTON, D.C., MEMBER, BOARD OF DIRECTORS, 
AMERICAN BOOKSELLERS ASSOCIATION 


Miss Tuompeson. Good morning, sir, and thank you very much. 

Iam Doris Thompson and I am coowner of the Francis Scott Key 
Book Shop here in Washington and a member of the board of directors 
of the American Booksellers Association. 

If I may, I will read Mr. Dutly’s statement, please. 

The CHarrMan. Very well. 

Miss THompson. The American Booksellers Association numbers 
over 1,600 stores and its membership does an estimated 90 percent of 
all new trade book business at retail in the United States. Though we 
number among our members a few of the larger department stores with 
book departments, and several chainstore operations, the main portion 
of our membership is made up of small retailers doing between twenty- 
five and a hundred thousand dollars gross business per annum. 

Long hours and many sacrifices are characteristic of the business 
life of the dedicated bookseller who has chosen this special form of 
retailing as much for its cultural and educational contribution as for 
the living to be gained from it. Booksellers reap small benefit in 
proportion to the cultural service they perform for our society. At 
this particular moment in our history the bookseller is extremely 
important as an unofficial educator offering the tools of science and 
the liberal arts to a newly book-conscious public. 
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Without this group of small businessmen the whole structure of 
book distribution in America could not stand. However, the margin 
of profit is now so slim that it has become increasingly difficult to 
attract young men and women to the time-honored profession of 
bookselling. 

According to the most recent survey conducted by our organization 
(see appendix A, attached hereto), the typical bookseller must be con- 
tent with a 3 percent profit on an extremely scanty volume of business, 
Among other items his postage bill on incoming books each year is 1.6 
percent of his overall expense. To this must be added another 05 
percent for postage paid on books mailed to customers. So his postage 
cost of better than 2 percent of gross is a not inconsiderable item. 

The currently proposed increase in the education and cultural ma- 
terials rate will up the bookseller’s postage cost and reduce his al- 
ready too low profits. The proposed increase in the educational and 
cultural materials rate is not a minor matter. 

As a factor in the bookseller’s effort to compete with the magazine as 
a medium of information and entertainment, the postage differential 
looms most important. The spread between second class and the edu- 

‘ational and cultural materials rate is perpetuated in favor of maga- 
zines under the new proposal. 

In spite of our comparative national wealth and general literacy we 
cannot claim a really representative popular support of book reading 
as part of our national culture. Other countries are far behind in this. 
To extend the influence of bookselling to the thinly populated areas of 
the United States we must resort to the mails. If postal rates increases 
are enacted into law we will be still further away from utilizing books 
as an instrument of popular education. 

The Post Office Department has suggested 50 percent of the full cost 
of carriage as a just standard for newspapers and magazines. Books 
now carry about 61 percent of their cost, according to Post Office 
Department figures. As an example of the inequity, second-class rate 
yields to the Post Office Department only 30 percent as against the 
61 percent for educational and cultural materials. Two pounds of 
reading matter can be shipped for 3 cents if in magazine form, but the 
same 2 pounds would call for postage charges of 14 cents if shipped as 
a hard-bound book. Here we have a four to five times extra cost for 
postage on like material. Books are doing more than their bit when 
measured against the magazine rate. Why penalize them still 
further ? 

On top of all this the postal rate increase on first class, airmail, and 
third-class matter will be an additional item in the bookseller’s an- 
nual outlay. 

Books may seem to be a small item in the total national economy. 
They certainly would produce a very small portion of extra postal 
revenue. Please remember, though, the postage factor is extremel 
important in the distribution of books. It is our hope that you will 
continue the current rate on books and omit from legislation any fur- 
ther increase in the educational and cultural materials rate. 

(Appendix A follows :) 
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AppeNDIx A.—Results of cost survey conducted among cross section of ABA members, 
1 


Yearly busi- | Yearly busi- | Yearly busi- 
ness under ness over ness all 
$50, 000 $50, 000 (141) 
(99) (42) 

Int, dues, taxes. 1.4 .6 4,3 
10.7 6.3 9.2 
Printing and 1.3 1.5 2.1 
Profit before cash discount and income tax__---.-...---------- 1.8 3.7 2.4 


Miss THompson. Thank you very much, sir. 

The Cuarrman. Thank you. 

Hew many members of the American Booksellers Association are 
there 

Miss THompson. There are 1,600 stores. 

The Cuarrman. Are these college bookstores members of your 
association ? 

Miss Tuompson. A few of them are. They have a separate 
association. 

The Cuarrman. That is what I understood. 

Miss Tuomrson. Some college bookstores also belong to our 
association. 

The CuatrmMan. Have you any questions ? 

Mr. Gross. I have no questions. 

The Cuairman. Mrs. St. George? 

Mrs. Sr. Grorce. Mr. Chairman, might I ask one question of the 
witness 

Did you have to absorb this 50 percent raise all at once or has that 
been over a period of years? 

Miss Tuompson. I think it gets absorbed right straight along. 

Mrs. Sr. Grorcr. You mean as a 50 percent raise and not 10 and 
then 20 and so forth? 

Miss THompeson. Yes. 

Mrs. Sr. Grorce. That seems a rather stiff raise, I must admit. 

Mr. Chairman, I think this is an extremely interesting statement 
and a good statement. 

The Cuarrman. I agree with the gentlewoman that it is a good 
statement. 

Mr. Lesinski ? 

Mr. Lestnsk1. I have no questions. 

The Cuarrman. Mr. Oliver? 

Mr. Ottver. I have no questions. 

The Cuarrman. The next witness is Mr. W. F. Moore of the Chris- 
tian Booksellers Association, Chicago, Ill. 
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STATEMENT OF WILLIAM F. MOORE, EXECUTIVE SECRETARY, 
CHRISTIAN BOOKSELLERS ASSOCIATION, CHICAGO, ILL. 


Mr. Moore. Mr. Chairman and members of the committee, my name 
is William F. Moore. I am executive secretary to the Christian Book- 
sellers Association, an organization with a membership of more than 
700 religious bookstores throughout the country. 

Ten years ago the Christian Booksellers Association was founded 
to meet a real need in helping religious bookstores across the country 
to serve churches, Sunday schools and libraries in a more effective 
manner. No agency existed prior to that time to aid in the founding 
of a religious store and to give counsel and advice as to how to operate 
effectively. By better serving the churches and Sunday schools as 
well as the man on the street, our members feel definitely that they 
are helping to build stronger communities in every way. Our coun- 
try’s Founding Fathers were deeply religious and in religion there 
lies our greatest means of establishing a bulwark against juvenile 
delinquency. 

Approximately 40 percent of our member stores do less than $25,000 
a year in annual sales. Certainly they are not in this work for profit 
alone; however, they must have a margin above cost in order to exist. 
The small store has numerous small shipments of books coming into 
the store and a great many small shipments going out to churches, 
Sunday schools, libraries, and individuals across the country. The 
store pays the postage on nearly all of these shipments. The only 
way these stores can continue is by cutting the owner-manager’s 
salary to as low as $150 to $250 per month. This is not much of a 
financial incentive to stay in business. 

The proposed 16 percent increase in the book rate in section 8 of 
H.R. 11140 could possibly put many of these stores out of business; 
and this would be a national tragedy. The book rate has been in- 
creased to three to four times its level in 1942, when it was equal to 
the rate on the editorial content of newspapers and magazines. Being 
loyal citizens our members take great pride in our country and want 
to do their part to alleviate a serious financial condition in the Post 
Office Department. We will be paying more under this bill for our use 
of first- and third-class mail. While we would not basically object 
to a rise in the book rate if the Congress feels this is wise despite the 
eK educational needs of the country, we do seriously object when 

ook rates are discriminatory as compared with rates on other similar 
classes of mail. 

If book rates are again increased, the volume of Bible and religious 
book sales would fall off. We must as a country have our people en- 
couraged to read more religious books, not less. Other books as well 
as religious books contribute much to the educational life of this coun- 
try and we are at a loss to understand why books have been discrimi- 
nated against in favor of other classes of mail performing a similar 
function. 

We as members of the Christian Booksellers Association would not 
oppose the proposed increase in the book rate if the book rate were to 
be the same as the second-class rate on magazines and newspapers. 
We do not see any justification, however, for the proposal in this bill 
to raise second-class rates including advertising content to a level at 


i 
+ 
whe 
mel 
4 
of 
are 
r 
he: 
col 
on 
all 
er 
ag 
t 
tl 
0! 
t] 
| 
] 


RY, 


ame 
ook. 
than 


ided 
ntry 
tive 
ling 
rate 
3 as 
hey 
un- 
1ere 
nile 


000 


ofit 
1st, 


POSTAL RATE REVISION 501 


which they would pay about 40 percent of the cost of this class of mail 
when the ook rate is already bringing in 60 percent of the cost. 

I wish to express my personal appreciation, and on behalf of the 
members of the Christian Booksellers Association, for the privilege 
of presenting our position to you gentlemen and Mrs, St. George. 
May God Himself guide you in the wise and just decision that we 
are sure will be made. 

The Cuatrman. Thank you very much. 

Are there any questions ? 

Mr. Watiuauser. Mr. Chairman. 

The Cuatrman. Mr. Wallhauser. 

Mr. Watunavser. This was a good statement and Iam glad I am 
here to hear it. 

I am intrigued by the statement that the only way the stores could 
continue would be by cutting the owner-manager’s salary. Yet later 
on you say that you would have no objection to a raise in the rates if 
all were treated the same. 

These two statements, to me, do not seem to go together. 

In other words, you would be willing to cut the salary of the own- 
ers-manager and absorb the rates ? 

Mr. Moore. Yes. I am assuming that by cutting the owner-man- 
ager’s salary, it would be done in order that he meet all his obliga- 
tions. Naturally, I think our members as well as other retailers would 
work toward possible increase in sales to meet it. 

Assuming the same rate of sales, it would be necessary to cut back 
the salary account in order to pay their other obligations. That is the 
one place that is variable. They have to meet rent, and so forth. 

Mr. Watritavser. What is the average salary now of a manager? 

Mr. Moore. Speaking specifically of the stores in the lower sales 
bracket, a store doing $25,000 a year would have a total salary account 
in the vicinity of about $3,000. 

Mr. Watiuavser. We certainly do not want to have it lower than 
that. 

Mr. Moorr. That would be also for any other help that is necessary. 

The CHairman. How about your larger stores / 

Mr. Moore. I think they have an advantage, sir, in some cases be- 
cause they have a greater merchandising helps at their advantage and 
in buying in larger quantities they have a little better margin of 
profit, but the margin is still small and in our field would be com- 
parable to that of the American Booksellers. 

The CrHartrmMan. These stores are operated on a loss and profit, 
basis are they not? They are not connected with a particular church ? 

Mr. Moorr. A few may be connected with a church but I would 
say that 98 percent of our membership have their stores operated on 
a profit basis, on a regular tax basis. 

The Cuatrman. Do some of your stores have other books than 
religious books for sale ? 

Mr. Moorr. Probably 90 to 95 percent of our material is Sunday 
school material and religious books. We have a few that carry gen- 
eral books where they are in a town with no other bookstore. 

The Cuarrman. Are there any other questions? Mr. Gross. 

Mr. Gross. But you do have other items? 
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Mr. Moore. Besides books? Yes, sir. We would be affected by 
parcel post increases on those things if that class was affected. 

Mr. Gross. Of course, parcel post is beyond the jurisdiction of this 
bill or this committee so far as rates are concerned. 

Mr. Moore. But they do have other articles. 
The Cuarrman. Are the stores belonging to your association owned 
entirely by church organizations ¢ 

Mr. Moore. In a few cases they may be owned by a church but 
for a greater part they are privately owned. 

I might add that when they obviously are working in the $150 
to $200 bracket for a person operating a store and paying some part 
time help, they are frequently supported by members of a particular 
church knowing that they cannot live on that small salary, knowing 
that they cannot live on that income. I am speaking of those in the 
smaller store bracket. 

The CuairMan. Mrs. St. George? 

Mrs. Sr. Grorce. Mr. Chairman, we have heard a great deal about 
people having to take double employment in order to support them- 
selves. I certainly think that these managers would have to have two 
jobs to support themselves. Is that true / 

Mr. Moorr. Many of them would like to, Ma’am, but they are un- 
able to because it is the kind of business that is time consuming and 
to keep their salaries as low as possible and meet other obligations 
they do not have the time for other employment and are basically 
supported by other sources of income, such as income from friends 
who believe in what they are doing and help support them until they 
are self-supporting. 

The Cuamman. Thank you very much. 

Mr. Moorr. Thank you, sir. 

The Cuarman. We will be glad to hear next from Mr. Randall 
MeIntyre of the O. FE. McIntyre, Inc., Mail Order Markets, 375 
Park Avenue, New York City. Mr. McIntyre. 


STATEMENT OF RANDALL P. McINTYRE, EXECUTIVE VICE PRESI- 
DENT, 0. E. McINTYRE INC., WESTBURY, LONG ISLAND, N.Y. 


Mr. McInryre. Mr. Chairman and members of the committee, my 
name is Randall P. McIntyre, and I am executive vice president of 
O. E. McIntyre, Inc., a company which compiles a national mailing 
list covering some 37 million families, selects from this list for 
clients’ mailing, and does addressing and mailing for a number of 
national advertisers. Our main plant is at Westbury, Long Island, 
with a branch plant at Melrose Park, Ill. 

Knowing full well that this committee has heard many statements 
from men in the direct mail industry opposing further third-class 
rate increases, I will confine myself, first, to a few remarks on the 
apparent effect of the present increased rates on our own business; 
and, secondly, I will outline a proposal for a new class of mail which 
would have the effect of encouraging industry to take on a much 
greater share of the Post Office’s workload than it does at present. 

Our company’s fiscal year ends on March 31. During the fiscal 
year just completed, our company set a new sales record despite the 
fact that throughout this past year the 2-cent-third class rate has been 
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in effect. We like to think that this increase in sales was caused by a 
greatly expanded sales effort rather than the increase in postage. 
Despite the fact that this has been the best year in our history as far 
as volume of sales goes, margins are down, and, hence, we are not 
setting any profit records. ate 

It would appear that so far we have been successful in maintaining 
volume despite the higher postage rates, although at the cost of 
reduced operating margins because of higher selling cost. 

However, now that another increase in rates is only 4 weeks away, 
we find that our business is off sharply, and we believe that this is in 
anticipation of higher postage costs. 

In our business, we usually get about 6 weeks leadtime on most. 
orders. In other words, most of the orders that we are starting to 
work on today will be mailed after July 1, and hence, will carry post- 
age at the new 214-cent rate. 

Today, we have fewer orders on our books than at any time since 
the 2-cent rate went into effect. The comparison is as follows: 

Orders on the books as of April 30, 1960, $2,287,411. 

Orders on the books as of April 30, 1959, $4,321,148. 

Another result of this drying up of sales is the size of our work 
force. On February 12 of this year we had 1,448 employees; today 
we have 981. We have laid off 467 people in 13 weeks. 

Our production schedules also indicate that volume is off sharply. 
During the month of June we are scheduled to address 7,685,000 
pieces. This is only about one-third of our schedule for June of last 
year—22,450,000 pieces. As I} pointed out before, these figures are 
significant because virtually all of the addressing that we will do in 
June will be mailed after the new 214-cent rate goes into effect July 1. 

The history of our company has been that we have expanded sales 
in every year since 1947. We have grown considerably faster than 
the growth in the volume of direct mail because we are an aggressive, 
sales-minded company. We fear that when the 21-cent rate takes 
effect this growth trend will be reversed. 

Since we are having difficulty in absorbing the increases that are 
already scheduled, I respectfully urge this committee to wait at least 
2 years before considering any further changes in third-class postage 
rates, 

The second part of my statement, Mr. Chairman, concerns a pro- 
posal which we believe can save the Post Office many man-hours in 
the handling of advertising mail, and, therefore, should have a bene- 
ficial effect on the postal deficit. 

At the present time, the Post Office is spending millions of dollars 
on mechanization, particularly on the design of sorting machines 
which should be able to make tremendous reductions in the number 
of man-hours consumed in manually sorting mail. We are in full 
agreement with the policy of investing in technological improvement 
in the handling of mail. But, I would like to point out to this com- 
mittee that many hundreds of business users of the mail already 
possess and operate sorting machines which have the capacity to 
sort a mailing list before it 1s addressed and becomes a piece of mail. 

My proposal is that a new class of mail be established which would 
‘all for mail that was presorted to street, house number, and apart- 
ment number, in addition to being arranged by post office and zone. 
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When mail prepared in this manner arrives at the post office of des- 
tination, all that is required is a mere separation by carrier instead 
of the usual, time-consuming, pigeonhole sort. 

To encourage mailers to go to the expense of resequencing their 
mailing list so that mail can be prepared in this fashion, a rate of 
2 cents should be established for this class of mail as compared to the 
214-cent rate which will be the rate for third-class bulk mail after 
July 1. 

By extending a preferential rate for mail prepared in this fashion, 
mailers who mail the same list a number of times each year will be 
encouraged to rearrange their lists to conform with the post office’s 
convenience. 

Most of the major magazines use a punched card or magnetic tape 
system to address subscriber copies. These systems permit mechanical 
resequencing. Many direct mail houses besides our own use punched 
card equipment, and, therefore, they can resequence their lists. But, 
very few of these mailers are presorting their mail at this time be- 
cause there is no incentive for them to do so. 

We have conducted an experiment on presorted mail for the past 
year and a half in an attempt to prove out our theory. During this 
period of time, we estimate that we have mailed over 100 million 
pieces of presorted mail, I have here a box of presorted mail so that 
you can see how it is prepared. 

The mail must be packaged in cartons instead of the usual mail 
sacks so that exact sequence can be maintained. Both ends of the 
carton are labeled with the post office of destination and the postal 
zone. Immediately inside the box we pack a notice to the postal 
clerk which reads as follows: 


PRESORTED MAIL—OPEN CAREFULLY 
Contents are arranged by house number 


Inside the carton the layers of mailing pieces are separated by card- 
board dividers so that the envelopes do not intermix. 

I would like to depart from the prepared testimony for a second and 
show you how the envelopes are arranaged in this kind of a carton. 

_ They are in sequence by street and house number, as I indicated 
in my testimony. 

I will just read some addresses off and you can see what I mean. 

This is all Jacksonville 7, Fla., and the first address is 1411 Inwood 
Terrace. Then it goes to 1405 Inwood Terrace. This is a descending 
order but still in sequence, 1345, 1324, 1321, and so forth. 

Then it changes to 1255. 

The point is that, instead of sorting one at a time, when this comes 
into the Jacksonville 7 substation, a clerk can fan this, catch the break 
between streets, and this whole package would go to a certain carrier. 
This package would go to another carrier. 

This method of packaging the mail has been worked out with the 
full cooperation of Post Office officials. 

I would like to read you two letters received from postmasters 
testifying to the ease with which mail of this type can be handled. 

This is a letter addressed to our client, Better Homes & Gardens: 
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U.S. Post OFFICE, 
Denver, Colo., April 29, 1959. 

BerrER Homes & GARDENS, 
Des Moines, Iowa. 

GENTLEMEN : Just a few lines to thank you for the excellent manner in which 
a recent mailing of circulars was prepared by your company. The letters were 
an invitation to subscribe to Better Homes & Gardens and were sent from Great 
Neck, N.Y., under permit No. 248. The entire mailing received at this office 
was separated by zones and in numerical sequence in street numbering. 

As a result of this most thorough preparation, this mail took precedence over 
other mail and was delivered earlier with much less handling. It was a beautiful 
job. Thank you for this wonderful cooperation. 


Very truly yours, 
T. G. Herner, Postmaster. 


Another is from Jersey City, N.J., addressed to the same client under 


date of March 23, 1960: 
U.S. Post OFFICE, 
Jersey City, N.J., March 23, 1960. 


BetrerR Homes & GARDENS, 
Des Moines, Iowa. 

GENTLEMEN: Recently this office received from O. E. McIntyre, Inc., Melrose 
Park, Ill., under permit imprint No. 248, of that office, a large third-class mailing 
of your organization for delivery to addresses in this city. 

The mailing immediately received attention due to the fact that the cartons 
were marked to zones. Upon examination it was found: (1) each address 
was zoned; (2) all zones were kept separate; (3) it was in street order; and (4) 
the tiers were kept in order by separators. 

You will be interested to know your mail matter was in the hands of the car- 
riers the next day for delivery. We trust our service is satisfactory. 

This office takes this opportunity to extend to you and O. E. McIntyre, Inc. 
gratefulness for the efforts taken in expediting this mail matter. 

Your cooperation, interest, and assistance in this matter is most appreciated. 


Sincerely yours, 
WILLIAM P. KERN, Postmaster. 

In May 1959 I attended a demonstration staged by the New York 
post office with the cooperation of Time Inc., at which it was demon- 
strated that presorted mail was twice as fast to separate by carrier as 
mail prepared in the conventional fashion. At that meeting I first 
proposed to Mr. Edson O. Sessions, who was then Deputy Postmaster 
General, that a new class of mail be established to stimulate man 
companies to presort their mail. We have had some contact with 
post office authorities on this suggestion since that time, but their 
interest has been lukewarm, and they have stated that matters of this 
kind must come from Congress. 

By establishing a special rate for presorted mail, Congress could 
immediately obtain for the Post Office the benefits of machine sorting. 
This equipment is in existence today, and it works. 

Eventually, the Post Office will develop sorting machines which will 
be able to read and sort addressed mail, but these machines are still 
in the future, and even when they are developed, most post offices will 
not be large enough to justify their installation. Our proposal, if 
adopted, would insure that the Post Office starts today to enjoy the 
savings that will accrue from mechanical sorting of mail. 

Thank you, Mr. Chairman, for inviting me to testify. 

The CuatrMan. Are there any questions of Mr. McIntyre? 

Mr. Lestnsxr. Mr. Chairman. 

The Cuarrman. Mr. Lesinski. 
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Mr. Lestnskt. May I say this, Mr. Chairman. I have been seeking 
information of this type. It seems that the Department has set a 
figure of 3.7 cents for handling of third-class mail. This is true in 
certain instances. Therefore, that should be bearing its weight defi- 
nitely. 

al the committee is going to attack this, I do not know, but I 
think the committee should keep this in mind and those who do pre- 
sort the mail as you do should be given consideration. 

Mr. McIntyre. Thank you. 

Mr. JoHansen. Mr. Chairman. 

The CuHarrman. Mr. Johansen. 

Mr. Jowansen. Is it your suggestion that on this thrrd-class bulk 
mailing that all mailers could do the type of presorting that you speak 
of ? 

Mr. McInryre. No, sir. All mailers could not do it and on many 
third-class mailings there would be no advantage to the Post Office if 
they did do it. I am thinking of a national mailing that runs to 
35,000 pieces. Such a mailing would have only two or three letters 
per post office and it would not contribute naan: but in a mailing in 
which perhaps 70 to 90 percent of the population is covered with the 
same mailing, so that 7 or 9 houses out of 10 down the street would 
get it, it would contribute a lot, and most mailers who do that type of 
mailing have the equipment to do this. 

Mr. JoHansen. I certainly commend you for your statement and 
for the suggestions that you have offered here. I think they are 
excellent. 

Mr. McIntyre. Thank you, sir. 

Mr. Watiuavser. Mr. Chairman. 

The CuHatrman. Mr. Wallhauser. 

Mr. Wauiuavser. I notice in your very good statement, Mr. Mc- 
Intyre, that you say that you believe the drop off in your business is in 
anticipation of the higher postage rates. 

Mr. McInryre. Yes, sir. 

Mr. Wauiuavser. Have you made a survey of people with whom 
you have done business formerly to verify this? 

Mr. McIntyre. We have not, sir. We deal with only about a 
dozen accounts and we notice a slowing up in decisions to make mail- 
ings. 

The only comparison we have been able to make is with the same 
period a year before. We are not giving up, incidentally, selling 
despite the higher postage rate, but it does look like it is going to be 
tougher than it has been in the past. 

Mr. WatiuHavser. Do you not think, though, that an actual survey 
of the cause of the drop off in business would be more definitive than 
just a belief that this is the cause ? 

Mr. McIntyre. Perhaps is would, sir. 

Mr. Wauiuauser. Then your suggestion about the preferential 
handling of the mail, the presorting, of course, would not add to the 
income. 

Mr. McInryre. No, sir, but it would reduce the expenditure. 

I think that that would help, too. 

Mr. Wartnauser. Is the 2-cent rate that you suggest scientifically 
arrived at or merely an opinion / 
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Mr. McInryre. It was a suggestion. 

Mr. WattHauser. It was just a suggestion / 

Mr. McIntyre. Let me say that in our opinion, and it is only an 
opinion, after studying post office breakdowns of costs, it is our opin- 
ion that this type of mail prepared this way costs less than 2 cents for 
the post office to handle. As a matter of fact, we think it is closer to 
114 cents because all that they must do with this type of mail is trans- 
portation from our plant to the post office of destination, a separa- 
tion by carrier, and carrier distribution. 

Mr. WaLiHaAuser. One result of your suggestion, it seems to me, 
might be that a lower postage rate would secure preferential treat- 
ment because I notice in the two letters that you have received from 
postmasters that they both comment on how much more quickly the 
people received their mail. This would not be a good result. 

Mr. McInryre. It was incidentally not the intention of this ex- 
periment to speed the handling of this mail over other classes of mail. 
This was something that evidently was done by the local postmaster 
at, his election. 

I think again if, say, a fifth class of mail was established, it could 
be provided that this class of mail not get priority over other classes. 

Mr. Lestnskr. Will the gentleman yield at that point ¢ 

Mr. Watunauser. Yes, I yield. 

Mr. Lestnskt. The old saying of Benjamin Franklin is the fact that 
a penny saved is a penny earned. That has been my whole approach 
to these postal rate problems, not the increase but to save to do away 
with the increase if possible. I believe it can be done. This has 
been my whole approach to the subject and I like to see something 
along this line. It is very imperative that, of course, the Department 
have sufficient funds with which to operate. 

On the other hand, the question is: Can funds be saved or not? That 
is the question. 

Mr. Jouansen. Mr. Chairman. 

The Cuarrman. Mr. Johansen. 

Mr. JouanseN. In the matter of saving, do you feel that in terms 
of manpower or man hours that savings would be possible if the han- 
dling of third-class mail is a sort of a filler operation? In other 
words, is it an academic saving or would there actually be reductions 
in man-hours or in manpower that would result in dollar savings 4 

Mr. McInryre. I am not sure that I can answer that question. It 
seems to me that if there are less hours of work to be accomplished 
and this is a condition that exists over a period of time, postmasters 
‘an plan in advance that third-class mail or fifth-class mail, if we 
could call it that, is going to be a certain volume and hence they do not 
need as many workers as they needed in a previous year. 

I think this might happen after a class of mail was established and 
the post office had some experience with it. 

Mr. JOHANSEN. Thank you. 

The Cuarrman. How long has your company been in existence 

Mr. McInryre. We started in 1947, Mr. Murray. 

The Cuamrman. You state that you have a national mailing list of 
some 37 million families ¢ 

Mr. McIntyre. Yes, sir. 


55906— 60—— 34 


In 

a 

1e q 

n i 

e 
y 


508 POSTAL RATE REVISION 


The Cuarmman. Has your mailing list been increasing year by 
rear ¢ 

, Mr. McInryre. Our list is compiled from telephone directories, sir, 
It carries every residential telephone subscriber. 

In the time since we have been in business the number of residential 
telephones has increased from 28 million to about 37 million. 

—_ CrarrMan. Do you use only the telephone directories for your 
lists ! 

Mr. McInryre. Yes, because we want to avoid any duplication in 
the list and we want to have the name as well as the address on our 
mailing list and the telephone directory is a good source of that. 

The CuarrmMan. You state that in the past fiscal year ending March 
31 that you set a new sales record. 

Mr. McIntyre. Yes, sir. 

The Cuarman. Despite the 2-cent postage on third-class mail mat- 
ter? 

Mr. McInryre. Yes, sir. 

The CuairmMan. That increase to 2 cents did not seem to affect your 
business / 

Mr. McIntyre. No, sir. My feeling is that we have been able to 
absorb the first increase. The evidence that we see today is that it is 
going to be a lot more difficult to absorb the second increase. 

~ The Cuarrman. That is on July 1, 1960? 

Mr. McIntyre. Yes, sir, July 1. 

You see, the work that we are doing now will mail at the 214-cent 
rate. We usually start an order about 6 weeks before it mails. 

Most of the jobs in our shop today have mailing dates that are 
scheduled well after July 1. They are, in a sense, operating under 
the new rate. 

The Cuarrman. What is your total postage bill a year? 

Mr. McInryre. In calendar 1959, sir, it was about $3,300,000. It 
will, of course, vary with our volume. We mailed in that period of 
time, I believe, about 250 million letters. 

The Cuarrman. Are there any other questions? 

Mr. Irwin? 

Mr. Irwin. I, first of all, would like to thank you for making it 
eqns for Mr. McIntyre to testify. I want to thank Mr. McIntyre 
‘or getting prepared so quickly. I only called him yesterday, and 
he was very well prepared. 

To me it is very heartening to have somebody testify here with a 
creative approach. 

I think, Mr. Wallhauser, that the reason the Post Office handles 
these things quickly is that it is human nature to handle an easy job 
first. I think it is quite clear that this type of approach would be a 
tremendous help and it seems to me that in this kind of work and in 
this kind of approach lies the real long-range solution to many of our 
Post Office problems. 

I would like to commend Mr. McIntyre for making a real effort 
to come here. If he had not been insistent he would not be here. 

Mr. McIntyre. Thank you, Mr. Irwin. 

The Cuarrman. Mr. Gross? 

Mr. Gross. I think you have made a very good suggestion, Mr. 
McIntyre. When the Department officials come back, as I understand 
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they will be back before the hearing ends, I should like to hear some 
comment from them on the suggestion you have made. 

Mr. McIntyre. Thank you, sir. 

The Carman. Thank you very much, Mr. McIntyre. 

Mr. McIntyre. Thank you, sir. 

The CuamrmMan. We have letters and statements by a number of 
individuals that will be inserted at this point in the record. 

(The statements follow :) 


STATEMENT OF WILLIAM H. KIrRCHER, EDITOR OF THE FARMER MAGAZINE, 
St. MINN. 


My name is William H. Kircher. I am editor of the Farmer magazine, 
published by the Webb Publishing Co. of St. Paul, Minn. 

The Farmer is a general farm publication with a circulation of a little more 
than 265,000. It is read in practically all the farm homes in Minnesota, and 
about 75 percent of the farm and ranch homes of North and South Dakota. 

All of the testimony I have heard and read concerning the proposed increase 
in rates for second-class matter has dealt with (1) the Post Office Department’s 
losses incurred in delivering second class matter and (2) the figures presented 
by publishers and publication business managers to substantiate their claim 
that their businesses are being jeopardized by the already enormous increases 
in postal rates, and to prove that the further increase proposed, would inflict 
serious, if not mortal injury to their businesses. 

Singularly overlooked, if not completely disregarded in the testimony is the 
reader and, it would seem, should be considered a most important party in this 
controversy because it was for the reader, not for the profit of publishers as 
businessmen, to to make the Post Office Department a profitable, or even a self- 
sustaining Government operation, that the 45th Congress passed the Postal Act 
of March 3, 1879. Guiding the Congressmen that passed that act was the 
philosophy that publications are an arm of America’s system of public education, 
and as such must have public support. Therefore, the two basic questions for 
which answers should be sought in these hearings are (1) Have publications 
served the cause of public education? (2) Can they continue to serve this 
cause as they are now serving it, if postal rates are again increased to the 
extent proposed? 

I am making this presentation to you as the editor of a farm publication, 
so I would appreciate your consideration of the place occupied by the farm 
magazine in the picture of modern farming and modern farm homemaking. 

As I am sure you know, modern farming is a highly technical, complex busi- 
ness, and growing more complex as new farming equipment, chemicals, crop 
varieties, and herd and flock management practices are developed. 

If chemicals are to be used safely and effectively to control weeds, diseases 
and pests, a knowledge of when and how to use them is required. Actually, there 
is ample proof that even the fine agricultural educational media we now have, 
are, at times, not sufficiently effective. An example of need for greater effec- 
tiveness evidenced itself last fall when cranberry growers were not sufficiently 
informed about the use of a weed killing chemical, and misused it with the 
result that both they and the Government suffered the loss of millions of 
dollars. 

If hormones and antibiotics are to be used safely and effectively the user 
must be an informed person. Misuse of a synthetic hormone in desexing 
cockerels early this year turned out to be immensely costly to producers and 
the Government. 

Farmers constantly need information about appearance of new plant and 
animal diseases, and pests that are new to their areas. Just a year ago an 
insect, the Greenbug, old to some small grain growing areas, but comparatively 
new to the area served by the Farmer, settled down on fields of small grain, 
principally barley and oats. The next issue of the Farmer carried into farmers’ 
homes the story of how best to bring this insect under control. 

There are many other examples of the effectiveness of farm publications in 
carrying timely, important information to farmers that might be cited. And 
the farm homemaker, equal in importance to her husband in making America’s 
agriculture the most efficient and productive on earth, is as avi¢. a reader of her 
farm magazine as her husband. She looks to her farm magazine as a source 
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of information designed to fit her special needs. And her needs are specia] 
because her job of homemaking differs greatly in detail from that of the city 
woman. If there are five persons in her household, she must prepare meals 
for five persons at least three times a day, and in busy seasons, big mid-morning 
and mid-afternoon meals as well. Her husband doesn’t eat lunch in a restaurant, 
Her menus and the recipes she follows utilize large quantities of home produced 
food, so she requires foods information especially designed for her. 

But don’t the farmer and his wife depend largely upon 100 percent tax sup- 
ported educational agencies for information on new farming and farm home- 
making? Their own testimony proves they don’t. 

Following are figures brought out in a study conducted by the Statistica] 
Laboratory of Iowa State University through personal interviews with 656 
farm operators and their wives. The question was: In general, where do you 
get your information to help you in farming and farm homemaking? 


| Percent reporting 


| Farm Farm 
| operators homemakers 


Farm 


67 57 
General magazines among other sources mentioned: 1 44 
County agent, home demonstration agent, or other extension people_-_- 18 16 
Dealers’ and manufacturers’ literature___.............-..----------- | 3 2 


Figures brought out in studies by Cornell University in 1947, and Washington 
State University in 1956 follow exactly the same pattern. 

At this point I wish to emphasize that the figures are not to be taken as mini- 
mizing the importance of the extension services of colleges of agriculture through- 
out the country. Much of the information delivered to the farm home via the 
farm publication was obtained from the colleges of agriculture and from exten- 
sion service personnel. Actually, the farm publication serves to a considerable 
extent as an extension of the extension service. 

We come now to the second question raised at the outset of this presentation: 
Can farm publications continue to serve the cause of agricultural education if the 
second-class postal rate is raised to the level proposed? 

The answer to this question is that the larger farm publications will be badly 
hurt, and some of the smaller ones will die. 


STATEMENT OF REPRESENTATIVE CARROLL D. KEARNS, OF PENNSYLVANIA 


Mr. Chairman. I am exceedingly grateful that this committee has consented 
to hear my views on third-class postal rates. 

The bill I have introduced, H.R. 11365. is designed to put the third-class mail 
Service on a pay-as-you-go basis. I have proposed that this goal be achieved 
in three stages, to be effective on July 1, 1960, and successively on January 1 
of 1961 and 1962. 

When fully effective, postage under this bill would be assessed as follows: 

1. For single pieces of third-class mail, 4 cents for the first 2 ounces. 

2. For ordinary bulk mail, including circulars and merchandise: 21 cents 
per pound with a minimum charge of 314 cents per piece. 

5. For preferred bulk rate mail, including books, catalogs, seeds, cuttings 
and plants: 18 cents per pound with a minimum of 3% cents per piece. 

4. For authorized nonprofit agencies, the minimum per piece charge, when 
applicable, shall be 1°%4 cents. 

5. The minimum rate for odd size pieces shall be 414 cents. 

This committee has heard the testimony of numerous witnesses who protested 
these increases with considerable vigor and with an impressive array of statis- 
tics. It would be a sad commentary on our economic way of life if American 
business passively accepted cost increases in any form. I accept this resistance 
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to higher postage as but one evidence of the competitive spirit of American 
pusiness and its constant vigilance in keeping costs at a minimum. It is a 
wholesome spirit. Without it, the efficiency of American industry would soon 
give way to wastefulness and extravagant use of resources. 

But the fact that these proposals have been protested does not detract from 
their merit. Unfortunately, this is an area where business costs are kept down, 
not through the exercise of creative business ingenuity, but through government 
subsidy. 

Direct mail advertising is not an infant industry struggling to make its way. 
It is a dynamic and expanding industry. Its rapid growth and its present 
standing as the second largest advertising medium is persuasive evidence that 
Government subsidies can no longer be justified to support its activities. 

Almost without exception, the witnesses who appeared before this committee 
asserted they want no subsidy and get no subsidy. But despite these disclaim- 
ers, they continue to bend every effort to perpetuate what is undeniably a 
handout. The fact remains that since 1926 revenues from third-class mail were 
$2.7 billion less than costs. If this $2.7 billion is not a subsidy, who paid it? 
Let us not lose sight of this deficit in a forest of semantics. This deficit in 
third-class mail was paid by the taxpayer and the users of other classes of mail. 

The direct mail representatives have come up with various accounting schemes 
to write off this $2.7 billion deficit. Some would write it off through larger 
publie service subsidies to be paid out of the general funds of the Treasury. 
Others would write it off by deflating the third-class cost allocation through an 
“out-of-pocket” cost approach. But whatever device is used, we cannot dismiss 
the fact that $2.7 billion of third-class costs were not paid from third-class 
revenues. 

The weight of independent evidence leaves little doubt that the proposed in- 
creases can be absorbed by the direct mail industry with little or no adverse 
effects. The Commerce Department and Small Business Administration studies 
were undertaken at the request of the direct mail industry. These were sup- 
plemented by a study of probable future effects conducted by the nationally 
known management consulting firm of McKinsey & Co. These analyses were 
thorough, objective, and far-reaching. They proved conclusively that moderate 
postage increases can be absorbed by the direct mail industry as readily as it 
has absorbed much larger increases in the cost of labor, materials and printing. 

The additional postage increases which I have proposed will not affect appre- 
ciably the present favorable competitive position of the direct mail industry in 
terms of cost per sale. 

Action to eliminate the unconscionable subsidy in third-class mail is long 
overdue. I trust that this committee will act promptly and decisively to place 
squarely on the shoulders of the third class users the full cost of the postal 
services which they use. 


PRAIRIE FARMER, WALLACES FARMER, WISCONSIN AGRICULTURIST, 
Chicago, Ill., June 1, 1960. 
Congressman ToM MuRRAY, 
Chairman, House Post Office and Civil Service Committee, 
Washington, D.C. 

Dear Sir: On behalf of my three publications, Prairie Farmer, Wallaces 
Farmer, and the Wisconsin Agriculturist, I want to protest the proposed postal 
rate increase bill (H. 11140), and request my opposition be filed with the 
committee. 

My particular objection is to the flat one-half cent per copy on second-class 
postage rates, because it is excessive and difficult to adjust for and absorb all 
at one time. Past rate increases have been bad enough, but with this one, plus 
the regular increase due to come January 1, 1961, the publishing industry will 
be saddled with unrealistic advances in postal rates. 

While we have had publishing cost increases, none of them have been of the 
frequency or of such percentage as second-class postage rates. All of our wage 
and material increases have been modest, but nothing like the additional hike 
of 50.3 percent, which the new one-half cent per copy increase will cost our 
three publications over last year. The attached tabulation gives the separate 
figures for each publication. You will see that the Wisconsin Agriculturist 
will be hit 61.8 percent. 
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basket of America. 


Respectfully submitted. 
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All of our three farm publications covering separately the States of Illinois, 
Indiana, Iowa, and Wisconsin, are service papers, giving the latest agricultural 
information on crop and livestock practices. 
to farmers the kind of material that has helped to make this area the bread. 


We hope to continue this service, but the proposed postal 
rates tend to make our job discouraging. 


Published semimonthly, they bring 


JAMES E. Epwarps, President. 
| Additional 
1959 2d class | 1959 average | postage one- | Percent in- 
postage cost | circulation alf cent per crease 

per issue copy, 2 

issues 
$101, 256 412, 836 $49, 540 48.9 
73, 283, 864 34, 064 46.3 
Wisconsin Agric 37, 604 193, 922 23, 271 61.8 


ALLIED DAtmLY NEWSPAPERS OF WASHINGTON, 
May 31, 1960. 

Hon. Tom MURRAY, 

Chairman, House Post Office and Civil S 

Washington, D.C. 


DearR Mr. Murray: We are writing you on behalf of the Allied Daily News- 
papers of Washington and its constituent members in relation to second-class 
postal rate increase measures now subject to hearing before your committee. 
It was not our advance intent to file a formal statement with the committee but 
in view of what we deem to be erroneous testimony recently adduced before 
your committee, testimony which we are impelled to rebut, we respectfully peti- 
tion that this letter be entered in the committee record. 

For indentification the Allied Daily Newspapers of Washington is a trade 
association representing more than 98 percent of the daily newspaper circulation 
published in the State of Washington. It has functioned continuously in this 
eapacity for the past 25 years. 
The views of the Allied Daily Newspapers of Washington and its constituent 
members on the general issue of second-class postal rates are already on file 
with the committee in relation to previous rate increase proposals. We have 
neither the intent nor desire to encumber the record with needless repetition of 
these views. In view of the magnitude of the rate increase currently under con- 
sideration, however, and particularly in view of the supporting testimony already 
adduced at this hearing, we feel compelled to present at least a summarizing 
statement of our position. 

We have said we are prepared to adapt our newspaper delivery system to the 
postal rate policy defined by Congress, whatever it may ultimately be; that we 
want no conditioning of that policy under the guise or for the purpose of extend- 
ing economic aid to newspapers. This we reaffirm. We want no subsidy. 

We have also taken issue with the Post Office Department cost ascertainment 
formula. We have attacked this formula on two general grounds. First, it at- 
tempts to distribute all or virtually all of the post office cost of operation back 
to mail users, a policy which the Congress has declared to be defective at least 
within certain limits. Second, in the distribution of costs the cost ascertain- 
ment formula fails to take into account, or inadequately takes into account, the 
rate premium properly assignable to priorities in mail handling between the 
various classes of mail. 

The Post Office Department is not a single purpose organization dedicated 
solely to serving the senders of mail on a compensatory basis. It is a vast com- 
plex of service ranging from that which is wholly public in character down to 
that which is so highly individualized that compensatory treatment is fully justi- 
fied. The Post Office Department, at least under its present leadership, refuses 
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to recognize in its rate making recommendations this heterogeny of services and 
thus far, to the extent it has tried to do so, the Congress has had little success in 
pringing this failure commandingly to the attention of the Department. Within 
the past 2 years the Congress has attempted to evaluate and to appropriate for 
the cost of certain public services of the Department but these efforts have not 
been adequately reflected in post office budgeting. 

If we go back to the statutory origin of second-class rates we find they were 
adopted by Congress for the purpose of encouraging the widest possible spread of 
intelligence through providing a low cost means of delivery of newspapers and 
periodicals. In view of this it appears to us that the test which both the Post 
Office Department and the Congress must impose is whether this low rate is 
serving its intended purpose. The question which we feel ought to be before 
your committee is whether second-class rates continue to encourage the broadest 
possible spread of information and intelligence in this country. 

If newspapers and other media have seized upon this rate structure as a means 
of exploitation for profit and have subverted the intent of Congress to the benefit 
of publishers than certainly the rate policy ought to be examined. We here 
in the State of Washington are perfectly willing to have the issue decided on the 
basis of such an examination. 

Rather than encouraging the wide distribution of intelligence the high costs 
of existing second-class rates have driven a constantly increasing proportion 
of our newspapers out of the mails. We have been forced to seek cheaper and 
cheaper methods of newspaper distribution. Notwithstanding this problem we 
have almost universally maintained a policy of selling our mail-delivered sub- 
scriptions at a gross cost, including postage, that is less than our net revenues 
from carrier delivery after the delivery commissions have been deducted. If 
second-class mail rates are providing any subsidy it is a subsidy to achieve the 
original congressional purpose of making information available as broadly as 
possible and all economic benefits of the rate have been passed along to the 
reader. It is understandable therefore that we are deeply irritated by the re- 
peated references to newspaper subsidies in the postal rate structure. 

We are sure the committee is familiar with the manner in which the vast bulk 
of newspapers are handled within the Post Office Department. Except for sin- 
gle wraps almost all of the total daily newspaper poundage is bundled and 
sacked in the newspaper plant, is weighed there, and is transported by the news- 
paper to the post office of distribution. For virtually all of this mail the office 
of entry and the office of distribution are the same. 

These newspapers are not only bundled but are bundled by carrier routes, ar- 
ranged in order of delivery along those routes. Except for newspapers going 
into post office boxes within the post office no sorting of any kind is required. 
The carrier, whether city or star route, merely places the presorted bundle in 
his sack and drops the newspapers off along his route. In view of this perhaps 
the committee will understand why we challenge a cost ascertainment formula 
which places the same cost weighting per unit on the delivery of a newspaper 
that it does on a first-class letter. 

While we have felt compelled to place our historie position before your com- 
mittee the primary purpose of this communication is to take exception to the 
Post Office Department’s statement that the proposed increase is so moderate 
that it will not injure anyone. This increase has been estimated by the Post 
Office Department as approximating 40 percent. 

We have made a survey among our member newspapers and have found that 
to the contrary the increase ranges from 100 percent to 800 percent. It will 
increase the cost to many of our nonmetropolitan newspapers $6,000 to $10,000 
per year. 

For a number of our inembers it would take an increase of 25 percent to 40 
percent in mail subscription rates to recover the difference in postal costs. This 
we cannot do, first, because it is economically impractical and second, if we 
could do so successfully it would destroy completely the presently declared 
purpose of second-class mail rates. 

We recognize the need for a complete reorganization of both postal operations 
and policy. This may well involve in due course a complete overhauling by the 
Congress of existing postal rate concepts. Such a reorganization we support. 
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But until then we urgently petition the cautious consideration by the Congress 

of the postal rate policy now being advocated by the Department. 
Respectfully submitted. 

Lew Selvidge, Allied Daily Newspapers of Washington: Aberdeen 

World, W. A. Rupp; Bellingham Herald, Charles L. Sefrit; Brem- 

erton Sun, Alex F. Ottevaere; Centralia-Chehalis Chronicle, John 

B. Edinger; Daily Olympian, J. M. Britten; Ellensburg Record, 

James McGiffin; Everett Herald, Robert D. Best; Longview News, 

J. M. McClelland, Jr.; Port Angeles News, Charles N. Webster; 

Seattle Post-Intelligencer, Charles B. Lindeman; Seattle Times, 

Harry H. Cahill; Spokesman-Review & Chronicle, Wm. H. Cowles; 

Tacoma News Tribune, George F. Russell; Tri-City Herald, Ken- 

newick, Glenn C. Lee; Vancouver Columbian, Ray L. Bachman; 

Walla Walla Union-Bulletin, Frank Mitchell; Wenatchee World, 


Wilfred Woods; Yakima Daily Republican & Morning Herald, 
Ted Robertson. 


STATEMENT OF JOSEPH R. KAYSER, VICE PRESIDENT, MAIL ADVERTISING Corp. 
OF AMERICA 


Members of the committee, I sincerely appreciate the opportunity of present- 
ing this testimony on an issue so vital to the economy of our country. As we all 
know, and as our President has stated many times, the healthy economy of the 
United States is the free world’s main bulwark against international communism. 

In this testimony, I am going to prove to you three points vitally important 
to your decision : 

1. That the McKinsey report is an inaccurate and misleading document, 

2. Increased rates will hurt the economy of our Nation by reducing the 
business activities of many users of direct mail, particularly the small 
businesses. 

3. The raising of rates, as such, will not solve the deficit picture in any 
organization much less the Post Office. 

Gentlemen, I would like to start with point No. 1, the McKinsey report. With 
the assistance of our research director, Mr. Yuan Liang, we have put together 
a detailed rebuttal of all the key points made in that report. On page 2-25 
of your committee print copy they state, “We believe that few, if any, advertisers 
have entered the field merely because postal rates were low, and we seriously 
doubt that any will leave it solely because of a moderate increase in rates.” 
Certainly nobody here will consider a 50 percent increase in rates a moderate 
increase. In our business, if we raised our rates just 5 percent, I can assure 
you we would lose many customers, either to competitors or to other media. 
In addition, the minimum piece rate for third class has already been raised 
150 percent since 1952. 

Also, on page 2-25, they state that direct mail costs are not a controlling 
factor in the selection of direct mail as an advertising medium. They say 
that one of their field contacts, a very small but very profitable business, spent 
$250 per 1,000 prospects in direct mail, the principal marketing effort of the 
business. On page 2-26, they indicate that mailers pay from $65 to $120 per 
1,000 prospects, and they go on to talk about the accuracy of the mailing list 
and the effectiveness of the mailing piece as being the principal factors in 
direct mail cost. They state that postage costs are, of course, a factor in fixing 
the cost for the sale of a mailing, but that they are not a critical factor. In 
an attempt to show with three charts that postage is not a big factor, the 
McKinsey report very cleverly does not mention the millions of pieces of mail 
that are mailed by the many mailers, both local and national, for $35 to $50 
per 1,000. In this case, the postage is as much as 57 percent of the mailing 
cost and I think you'll agree that a cost factor that is 57 percent of your total 
cost would certainly be a critical factor; and, again, let me remind you this 
is at the present $20 per 1,000 rate. 

Charts 911 and the accompanying arguments and statements were entirely 
based on erroneous, or purposely misleading, bases. Any businessman knows 
that it is not the sales income, but the net profit that counts. Any additional 
cost cannot be offset by additional sales income as such but should be offset, 
if at all possible, by additional net profit. 

For example, a local retailer mailing 1,000 pieces at $40, including $20 postage 
at the current rate, is getting a 4 percent return for 40 orders. At $5 per order, 
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and $1.50 profit per order, his gross profit of $60 minum the $40 mailing cost 
gives him a net profit of $20. With the proposed rate increase, his mailing cost 
would increase to $80 per 1,000. Without any increase in returns, his net profit 
would be cut by 50 percent and reduced to $10. If he is to maintain the same 
net profit, he would have to attain a 4.7 percent return, or a real increase of 
17.5 percent in the number of returns per 1,000 mailings. It is quite obvious 
that he would not be able to maintain the same net profit by only getting two 
more orders for a $10 additional sales income per 1,000 mailing, as was suggested 
by the McKinsey report. Any private business which operates on the McKinsey 
philosophy will not be in business for too long. Now, in addition to this, I 
would like to mention another very important fact again conveniently omitted 
from the McKinsey report. That is this: Many mailers, after the recent postage 
increases of last year increased their, or changed to, cooperative mailings. These 
are third-class mailings that share the space in an envelope with 1, 2, 3 or more 
additional advertisers. This is being done on an ever-increasing basis—to help 
offset the rising postage costs. Since the additional Post Office postage rates 
have gone into effect, more and more of our clients have asked us to put to- 
gether cooperative mailings for them. They stated that the higher cost of post- 
age has made solo mailings too expensive. Here is an additional interesting 
fact—on a cooperative mailing with just three advertisers in the mailing, instead 
of the Post Office receiving $60 per 1,000 total postage, which would be the revenue 
if they mailed separately, they receive $20 per 1,000 total postage from all three 
advertisers. A loss of $40 per 1,000 revenue to the Post Office at current postal 
rates is the result. 

In their chart No. 9, they say an increase in the response rate of 0.15 percent 
or 1% more orders per 1,000 mailing would produce sales income in excess 
of the proposed rate increases. This is a misleading statement in that it at- 
tempts to give the impression that a 0.15 percent increase is easily obtainable. 
As any direct mail user will tell you, this kind of an increase over his present 
response is extremely difficult to obtain under normal conditions. If he is now 
pulling 1 percent, this means he needs a real increase of 15 percent in the number 
of returns per 1,000 mailings. This type of increase would be almost impossible 
to achieve. Also, on page 2-31, they state, “in actual fact, at least one of our 
field contacts observed that a postal rate increase might, as it did for him in 
1952, lead direct mail operators to learn how their businesses really work and 
what ean be done to increase net profit by improving their merchandising skills 
and cleaning their lists.’ Gentlemen, this type of statement from a professional 
research organization is almost unbelievable. First of all, they do not qualify 
their statement by telling from what organization they got this or to whom within 
the organization they talked. For all we know, they might have been talking to 
an organization that is not in any way, shape, or form representative of the 
typical direct mail business. Also, they might have been interviewing someone 
in the company who was not fully informed. As you all know, in our free enter- 
prise system, competition makes every business organization learn how their 
business really works and what can be done to increase net profits. As far as 
improving their merchandising skills and cleaning their lists, if you don’t do these 
things every day in the direct mail business, you go out of business. 

Also, on page 2-31, they say that ‘no doubt an increase in mail rates may 
be accompanied by the decision of some direct mail operators to close their 
businesses. But, it seems plain that such decisions will stem from the fact 
that these businesses are already marginal—not because of postage costs, but 
because of the other factors—and that continuation of present rates, or even 
their reduction could not save these businesses from their basic problems, which 
lie outside the bounds of the mail rate question.” Again, another statement is 
made without any qualification. I'd like to take a moment to ask you exactly 
what is marginal. Also, I would like to draw your attention to the fact that 
there is no marginal area as such. As costs go up, more business becomes 
marginal. 

From previous testimony before this committee, it has been proven that postage 
rates exceeded the payroll among 45 companies surveyed in the New York area. 
As marginal businesses are put out of business because of higher costs, a whole 
new group of businesses become marginal and when they are put out of busi- 
ness, another group becomes marginal. Who can say where it will end? Also, 
let us not forget that the businesses that are most likely to be marginal now and 
become marginal because of higher postage rates are the smaller businesses 
which are so important to our economy and which we are trying to preserve. 
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On page 2-32, they again make a statement which has no right appearing jn 
this type of report. They say the rate for third-class mail is a relatively less 
important cost factor in the United States than in Germany, France, or England 
and about the same as it is in Canada. This, of course, is similar to comparing 
apples and oranges, because—as we all know—the hourly wage rate which js 
used as a basis for the comparison is not similar in France, Germany, or Eng.- 
land to that of the United States. 

Also, there is a big difference in the volume of third-class mail between the 
United States and these countries. About the only country where the hourly 

rage rate and volume is anywhere comparable is Canada and they admit that 
on a purely comparative basis, the relative cost factor in the United States is 
about the same as Canada. On page 2-35, they say they analyzed 24 witness 
firms that previously testified and that 23 of them are well established and op 
erating successfully despite the past increases. They say the one remaining 
company has been experiencing declining sales and is contemplating voluntary 
liquidation, but there is no indication that any of its difficulties result from postal 
rates. Gentlemen, this makes about as much sense as our Company saying that 
just because our customers have not gone out of business because of our past 
price increases that we should continue to raise our prices. I think we all 
know where this kind of reasoning would eventually lead. On page 2-35, they 
make another very broad, unscientific statement when they say “since the 
lettershop patrons reimburse the lettershops for postage outlays these operators 
would be adversely affected by raising postal rates only if such a raise depressed 
the volume of direct mail advertising.” They continue, “inasmuch as there is 
little or no evidence to support that fear, as noted in the final section of this 
chapter, we conclude that the proposed rate increases will not do damage to 
this particular industry.” This is another inconclusive, supposedly conclusive, 
statement, because it is not based on any proof, i.e., in the final chapter they 
note something but they prove nothing. 

On pages 2-36 and 2-37, covering the competitive position of direct mail as an 
advertising medium and how its competitive position will be affected by increased 
rates, they refute their earlier line of reasoning. They state that, ‘“‘while the 
situation—to date—has shown almost no interchangeability of media resulting 
from changes of relative costs, this does not prove that a very large change in the 
cost of one medium would not bring with it a change in advertisers’ inclina- 
tions.” A 57 percent increase is certainly a large increase, as we have proven 
with our aforementioned chart. The McKinsey report proves our point, which 
is that a large change in the cost of one medium would bring with it a change 
in advertisers’ inclinations. Also, on page 2-37, they give another indication 
of their lack of knowledge of not only the direct mail advertising business but 
the advertising business, in general, when they make a statement such as, “when 
such great cost differentials exist, the selection of an advertising medium is 
obviously based on considerations other than relative cost. With respect to 
direct mail, these other considerations certainly include tiie ability of the medium 
to concentrate on a carefully selected market segment, as well as its ability to 
incorporate such features as personalized messages, samples, coupons, business 
reply envelopes and similar promotional material.” If they had done the re 
search work necessary for a report of this kind, they would have discovered 
that other media, such as magazines are now inserting samples, coupons, and 
business reply envelopes in their editions and in many cases reaching selected 
market segments. So, again, the McKinsey report bases another conclusion on 
incorrect information. In conclusion, they say rate changes within any reason- 
able range would not control or materially influence the decision to employ 
direct mail. Again, they are completely ambiguous and unscientific with the 
use of the terms “reasonable” and “materially.” These are the kinds of words 
that are not found in scientific, conclusive, research reports. 

As mentioned earlier, the second point I’m going to prove is that increased 
rates will hurt the economy of our Nation by curtailing the business activities 
of many users of direct mail, and particularly small businesses. At the present 
time, our organization has over 300 small businesses as direct mail advertising 
clients in the Chicago area. If additional postage rates go into effect these 
retailers have told us that they will have three alternatives. They are: 

1. To decrease their use of direct mail advertising. This, of course, will 
result in a decrease in their sales. 


2. They can absorb the additional postage cost and join the ranks of the 
“marginal” businesses. 
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3. They can pass the increases on to the consumer. This, of course, con- 
tributes to the inflation that the administration and all of us are trying so 
desperately to stem. 

Gentlemen, many of these small businesses cannot afford to buy radio or tele- 
vision time or newspaper space. They use direct mail because they can advertise 
to only those prospects in their immediate neighborhoods. Some of them mail to 
an area only 2 or 8 city blocks around their stores. If forced to discontinue 
direct mail, many of them would be forced to stop advertising altogether, and 
would eventually go out of business. 

The third point that I mentioned earlier that I will attempt to prove is that 
the raising of prices, as such, does not solve the deficit picture in any business 
organization. I believe all of us here are well acquainted with the fact that, 
in any kind of business, the answer to reducing deficits and increasing profits is 
a combination of lower overhead, increased efficiency and increased sales. These 
are the first things you do in business to reduce a deficit. Raising of prices is 
the last thing you do. As we all know, the raising of prices without increasing 
the efficiency of the product or the service being sold will almost invariably reduce 
sales, which then—of course—reduces revenue and the vicious circle leading to 
bankruptcy begins. As an example, gentlemen, how much of the enormous cost 
of Post-Office decentralization is being charged against third-class mail? Since 
Mr. Summerfield became head of the Post Office, he changed the old and success- 
ful system of central control to an automobile manufacturing type of regional 
sales offices. At the time, he undoubtedly meant well and felt that this system 
would save money and improve service. But, according to Post Office people 
themselves, it has been a very costly pain in the neck and hasn’t improved the 
service. Please note the following editorial from the May 23, 1960, edition of 
Advertising Age magazine, which gives a classic example of present Post Office 
service: 

“Speaking of battles, we intend to continue calling attention to the inferior 
quality of postal service we are all putting up with these days. 

“Here’s our current example: Advertising Age has rearranged its printing 
and mailing schedules so as to get better delivery on the west coast. Despite 
the fact that we don’t close our forms until 7 o’clock central time on Friday 
night, our west coast copies make an early Saturday morning train that gets 
them to Los Angeles late Sunday night. So we'd like to get Monday delivery in 
and around Los Angeles, and we think we should. 

“Well—we’ve been asking readers in the area to tell us exactly when their 
copies arrive. A couple of weeks ago, we got Monday delivery with some of 
our copies. But other subscribers, served from the same batch of mail out of 
our print shop, got their copies on Tuesday, on Wednesday, and even on Thurs- 
day! 

“Remember, they all arrived in Los Angeles on the same train on Sunday 
night. Yet some people got delivery the next day, while others in the Los 
Angeles area got their copies three days later ! 

You wouldn't call that excellent service, would you? 

“So, again we say—if we're going to have continually increased postal rates, 
why do we simultaneously have to put up with deteriorating service?” [end 
of article]. 

According to reports, this new unwiedly, decentralized procedure has cost close 
to $100 million more than the former satisfactory centralized method. In addi- 
tion to this, changes in operational procedures are frequent. On top of this, the 
Department has gone hog wild on publicity. Costly printed matter galore has 
been turned out boasting of accomplishments, including pictures of the Post- 
master General. As we all know, formerly a tight hold was kept on such expen- 
ditures. Pictures of officials were not authorized. 

The point is, should third class mail be charged with these extravagances?, 
or wouldn’t it be better to follow standard business procedure and really go to 
work to lower the overhead, increase the efficiency, thereby improving service? 
This improved service would naturally result in increased use of the postal 
service with a resultant increase in revenue. This increased revenue combined 
with more efficiency would eliminate any so called deficit. 

In summary, gentlemen, I would like to quickly recap the three points that 
I have discussed. These are vitally important to the decision you will be mak- 
ing very soon: 

1. The McKinsey Report is a grossly inaccurate and misleading document. 

2. Increased rates will hurt the economy of our nation by drastically 
reducing the business activities of many users of direct mail, particularly 
small businesses. 
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3. The raising of postage rates, as such, will not solve the Post Office 
deficit picture. 

Gentlemen, I hope the facts previously mentioned in this testimony will help 
you in your search for the correct answer to our postal problems, an answer 
that will benefit all—the American taxpayer, the business man and the American 
economy. 


RockKFrorD PHOTO SERVICE, INC., 
Rockford, 1ll., June 1, 1960. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
Washington, D.C. 


DEAR CONGRESSMAN Murray: Reference is made to your letter of May 20, 
1960, in which you invited our firm to submit to you a letter concerning the 
hardships which the increase in third-class rates would effect on our company 
and our protestations against such increases. 

Our firm is one of the larger photofinishing corporations in the country and 
as such about 80 percent of our business is transacted through the medium of 
third-class direct mail. If the proposed increases become effective, our com- 
pany, and many others, would be placed in an alarming position whereby this 
added cost could not be absorbed without passing it on to the public through 
added costs for our work. We would much prefer to use the other trend of re- 
ducing our costs to them instead of expanding inflationary prices which now exist. 

Having had 35 years of postal supervisory work, much of which time was spent 
in supervising cost ascertainment data of the handling of mails by classes, I 
can truthfully say through my observations and analytical experience that 
there is not sufficient difference in the handling of third-class mail over other 
classes to warrant the proposed postage rate increases. Furthermore this class 
of mail is worked during lull periods when time is available and mailers expect 
only reasonable service on it. 

Our firm also primes and makes up State and direct ties and dispatches these 
ties to the proper rpo and terminals, thereby alleviating the Post Office of 
this work. Bulk rate mail must be separated into directs and State ties when 
there are 10 pieces or more by everyone having a permit to use this service. 
When sufficient pieces are on hand for a city or State, they are sacked and 
labelled accordingly. Surely with the mailer doing all of this work, there 
should be a wider differentiation in the rate over the cost of first-class mail. 

If the increases go into effect on bulk mailings, the volume will decrease to 
the extent that thousands of people engaged in the printing, envelope, and 
other related businesses in preparing such material for the mails will suffer 
through lack of employment. 

I trust and have faith that the Members of Congress will realize all of these 
conditions and vote down this unjustifiable increase in third-class mail rates. 

Sincerely yours, 
LyMAN A. THORPE. 


STATE DEPARTMENT OF EDUCATION, 
Atlanta, Ga., May 27, 1960. 
Hon. Paut Brown, 
House of Representatives, 
Washington, D.C. 


Dear Mr. Brown: Information has been given to me regarding the proposed 
legislation to increase postage rates on educational and library materials. We 
are very much concerned about the effect any such increase would have on our 
program in Georgia. 

As you know, we maintain a lending and reference service for the libraries 
and citizens in Georgia and mail out materials at the rate of over 100,000 books 
and other materials a year. This does not include material that is borrowed 
from university and other large libraries to meet specialized requests. We also 
mail out more than 200,000 films a year to schools and libraries. We estimate 
that the proposed increase in library postage rates from 4 to 5 cents on the first 
pound and 1 to 3 cents on each succeeding pound would cost the State department 
of education from $15,000 to $20,000 per year. This means fewer books, films, 
and other library materials to meet the demands of an increasing reading and 
viewing public. 
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Office 
The increase in the educational materials rate from 9 to 10 cents on the first 

help pound and from 5 to 6 cents on each succeeding pound will increase the cost of 
iswer materials that are mailed into the States from publishers, jobbers, and pro- 
rican ducers. You know that these increases will be passed on to us in the increased 
cost of materials. It all adds up to less money for the books, film, and services 
our people need and want. 

I shall certainly appreciate it if you will do everything you can to amend this 
H legislation so that it will not cause a financial penalty to the educational pro- 
30. gram of Georgia. It not only affects the program at the State level, but it 
means increases in cost and fewer materials in our local communities. 

You have helped build an outstanding library program in Georgia through 
your support of State measures and the Library Services Act. I feel sure that 


r 20, you will use your good offices against any measure that would lessen the effec- 
the tiveness of this program. 

any Let me take this opportunity to tell you again how much I appreciate your 

help with the many problems about which I have consulted you. 

and Sincerely yours, 

1 of CLAUDE PURCELL, 

om- State Superintendent of Schools. 

this 

ugh 

Te- NATIONAL HANDCRAFT INSTITUTE, INC., 

Ist. Des Moines, Iowa, May 31, 1960. 

ent Hon. Tom MurRRAY, 

, I Chairman, Committee on Post Office and Civil Service, 

hat Washington, D.C. 

md Dear Senator Murray: National Handcraft Institute, Inc., located in Des 


Moines, Iowa, is one of the many mail order businesses vitally concerned with 


a the proposed increases in third-class mail rates. 
‘ We are a relatively small business that started right after World War II, and 
om now employing more than 100 persons on a gross payroll (1959) of $213,956.71. 


During this same period our postage expenditure was $106,373.17 which was 
° about one-sixth of the total amount we spent in 1959 on goods and services. 
‘ We have withstood other postal increases, thinking that a limit had been 


reached. However, it is now quite evident that there is a drive on to raise 
third-class postage rates so high that it will eliminate many third-class mail 

bo users. Such an increase would put us out of business—since we depend on this 

d class of mail both to obtain our customers and to mail out our parcels to them. 

“ Any increase in rates will necessarily curtail our activity and we respectfully 

urge your committee to consider our position in the matter of further postal 

. increases. We will appreciate your consideration. 


Very truly yours, 
K. D. Nicnoison, General Manager. 


PRINTING INDUSTRY OF AMERICA, INC., 
Washington, D.C., June 1, 1960. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
Washington, D.C. 

My DrAr CONGRESSMAN: Your committee has had presented to it substantial 
testimony in connection with the proposed changes in postal rates. Our associa- 
tion represents over 6,000 printers and lithographers who produce for hundreds 
of thousands of companies materials which flow through the postal system. In 
the belief that the most efficient use of your committee’s time is for personal 
presentations to be made by representatives of individual businesses, we are 
filing with your committee this statement for inclusion in the record. 

1. Appropriations for public service. Through the fine efforts of Con- 
gress, the 1958 legislation removed any doubt regarding the fact that certain 
aspects of the postal service are intended for public service. The Postmaster 
General in the past has identified amounts which he considered to be mini- 
mum funds required to finance these services. The sponsorship of your 
committee in having the Congress appropriate adequate funds to pay for 
these public services out of funds other than the other class of services in the 
Post Office Department would be a genuine contribution toward eliminating 
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confusions and problems and unnecessary burdens on the users of other 
classes of mail. 

2. There still remains considerable question about the cost ascertainment 
procedure. We believe that your committee could take the leadership in 
overcoming this additional area of confusion and conflict by appointing an 
impartial board of business advisers reporting directly to your committee 
in presenting a report which would be designed to end once and for all 
questions relating to the principles which are applied under cost ascertain- 
ments of the various classes of mail. Until such a step is taken, proposals 
to increase third-class mail rates, for example, cannot be factually dealt 
with. 

3. Your committee has a most difficult task in evaluating the impact of 
increases in mail rates. We urge that because of the apparent conflict in 
statements that your committe appraise the impact report in the light of 
statements made by representatives of individual companies and the addi- 
tional collected facts which are reported to be available but which may not 
now be in your hands. 

Members of your committee who have served over the years may recall that 
our association has supported in principle that, with the exception of public 
service aspects which are applicable to certain classes of mail, and certain mail 
users, we endorse the principle of having the users of mail pay funds which 
would support the mail service. The work of your committee has removed much 
of the confusion and conflict. It is our hope that you will continue in this 
direction so that the considerations of postal rate increases can be stripped of 
the confusion which comes from the lack of clearly established facts. 

Sincerely, 

BerNarp J. TAYMANS, General Manager. 

The Cuatrman. That concludes the list of witnesses scheduled for 
today. 

The next meeting on the postal rate legislation will be next Tuesday, 
June 7. 

That will be the final date of hearings except that on the next day, 
Wednesday, the officials of the Post Office Department will come back 
for whatever rebuttal or explanatory testimony they wish to offer. 

The hearings will be definitely concluded on next Wednesday, June 
8, and the committee will, I hope, go into executive session soon there- 
after. 

If there is nothing further to come before the committee, that con- 
cludes the hearing for today. 


(Whereupon, at 10:45 a.m., the committee recessed, to reconvene 


at 10 a.m., Tuesday, June 7, 1960.) 
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TUESDAY, JUNE 7, 1966 


Hovse or Represenratives, 
ComMITTEE ON Post Orrick AND CIVIL SERVICE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a.m., in room 215, 
House Office Building, Hon. Tom Murray (chairman of the com- 
mittee) presiding. 

The Cuairman. The committee will come to order. The hearings 
will be resumed on the postal rate legislation now pending before 
the committee. 

The first witness this morning is Mr. William E. Spaulding, presi- 
dent of the Houghton Mifflin Co. of Boston, Mass., who represents 
the American Book Publishers Council and the American Textbook 
Publishers Institute. 

Mr. Spaulding. 


STATEMENT OF WILLIAM E. SPAULDING, PRESIDENT, HOUGHTON 
MIFFLIN CO., BOSTON, MASS., REPRESENTING THE AMERICAN 
BOOK PUBLISHERS COUNCIL AND THE AMERICAN TEXTBOOK 
PUBLISHERS INSTITUTE 


Mr. Srauiprne. Mr. Chairman and members of the committee, my 
name is William E. Spaulding. I am president of the Houghton 
Mifflin Co., textbook and general book publishers, of Boston, Mass. 
I am appearing here today on behalf of the American Book Pub- 
lishers Council, of which I am vice president, and of the American 
Textbook Publishers Institute, of which I am a former president. 
The American Book Publishers Council is the trade and professional 
association of general book publishers in the United States and its 
156 members include the major general commercial publishers, book 
clubs, university presses, publishing departments of religious de- 
nominations, and publishers of inexpensive paperbound books. 

The American Textbook Publishers Institute is a similar organiza- 
tion of 81 publishers of elementary, secondary, and college textbooks. 

The members of the two associations publish well over 90 percent 
of the total books sold in the United States. 

Although I have been active in the affairs of these two book pub- 
lishing associations for many years, I have not before had the privilege 
of representing the industry in testimony before this committee on 
postal matters. I welcome the opportunity of appearing before you 
today. 
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I should like to depart briefly from the script for a moment to ex- 
plain that I have been associated with book publishing for more than 
40 years, and during that time I have developed certain convictions 
about the relationship of books to the public interest and the welfare 
of this country. 

I am satisfied, convinced, that the educational and cultural progress 
of any nation are dependent on the free flow and wide reading of 
— material, particularly educational material in the form of 

ooks. 

I can imagine no more desirable nor justified Federal support for 
our cultural and educational interests than support that will permit 
such free flow and increased reading. 

Mr. Rees. Sir, do you believe the Government should provide special 
rates of postage because of the value of reading ? 

Mr. Spavuuprne. I believe that everything possible should be done 
to keep the postage for book materials low. 

Mr. Rees. Your argument, as I understand it, is that they should 
have special rates even though they do not pay their way. 

Mr. Spavipine. Yes, sir. 

In the bill before you the Post Office Department has proposed a 
1-cent a pound increase in rates on books and other educational 
materials, from the present level of 9 cents for the first pound and 
5 cents for each succeeding pound to 10 and 6 cents, respectively. 
Based on the average per pound effective rate of 6.38 cents in the 
fiscal year 1959, this amounts to an increase of 16 cents. For reasons 
which I shall spell out in some detail, we believe that this proposed 
increase is not soundly based in terms of equity or of the public 
policy of the Federal Government on education. 


PRINCIPLE OF EQUALITY FOR READING MATTER 


As is known to those members of the committee who have heard our 
testimony in previous years, the book publishing industry has con- 
sistently based its position on book postage rates on two major 
propositions : 

First, that books are the primary form of educational and cultural 
material and are 100 percent free of advertising content. 

Second, that so long as the Congress as a matter of public policy 
grants preferential second-class rates to newspapers and magazines 
because of their educational and informational function, books should 
be given an equally preferential rate. 


FEDERAL POLICY ON THE BOOK RATE 


This committee and the Congress have, by their actions during the 
past 10 years, indicated that these two propositions have merit. In 
1951 the Congress specified that the vet rate was not to be changed 
except by statute and thus removed it from the Postmaster General’s 
power of making administrative increases in fourth-class rates with 
the approval of the Interstate Commerce Commission. In the Postal 
Policy Act of 1958 Congress specified the book rate (educational 
materials rate) as having an important element of public service; 
and the Treasury-Post Office appropriation bills for the fiscal years 
1960 and 1961 have authorized public service appropriations to the 
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Post. Office Department for the full difference between revenues 
derived from the educational materials rate and the fully allocated 
cost of service for these materials. 

The Post Office Department, especially in the last few years, has 
also demonstrated an appreciation of the significance of these two 
propositions. For example, the Department has disagreed with some 
of the items listed in the Postal Policy Act of 1958 as public service 
functions, but has not questioned the listing of the educational ma- 
terials rate as a legitimate public service item. 

Of equal or greater significance is the recent very clear statement 
by the Department on the present inequity in rates for reading matter 
in books as compared with reading matter in magazines and news- 
papers. ‘This statement appears in the “Survey of Postal Rates” (H. 
Doc. 381, Apr. 20, 1960). I should like to quote several passages 
from that report in the section on pages 64-66 entitled “Second-Class 
and Other Rates Compared” : 

Although actual and projected increases will raise second-class postage rates 
substantially above those which prevailed as recently as 1951, there is still a wide 
disparity in comparison with rates in other classes. This is particularly evident 
when second-class rates are viewed in relation to those of third-class advertising 
matter and of fourth-class books and other educational materials. Basing 
comparisons on all projected rate increases approved by Congress, reading 
portions of newspapers and periodicals will be paying postage at the bulk rate 
of 2.5 cents per pound, regardless of mailing distance. Books and other edu- 
cational materials, however, pay at the rate of 9 cents for the first pound and 
5 cents for each additional pound. On the average, postage revenues on edu- 
eational materials are roughiy 6.38 cents per pound. * * * 

In terms of the increases enacted under Public Law 85-426, the anticipated 
cost coverage for zone-rate mailings of second-class matter is 80 percent. This 
is a composite of 21 percent cost coverage on reading matter and 359 percent on 
advertising content. * * * 

In contrast to the 21-percent coverage on second-class reading matter, rey- 
enues on fourth-class books and other educational materials yield 61 percent 
of costs, before reimbursement for public service losses. 

Thus, on a per-pound basis, reading matter in books is now paying 
214 times the rate for reading matter in magazines and newspapers. 
On the basis of percentage of costs covered by rates, reading matter 
in books is paying almost exactly three times as much as reading mat- 
ter in newspaper and magazines. Even the advertising matter in 
newspapers and magazines is paying a rate which resuits in a much 
lower proportion of cost coverage than the reading matter in books. 

In stressing the disparity between the second-class rate and the 
educational and cultural materials rate, let me make it clear that in 
no sense do we favor an increase in second-class rates. On the con- 
trary, we believe that the provision of low uniform rates for reading 
matter under the second-class mailing privilege has been an extra- 
ordinarily far-seeing and beneficial act of legislation. 

The service of the Post Office Department ever since 1879 in making 
available current magazines and newspapers to the residents of the 
remotest hamlet in the United States at the same low and uniform 
rates as they are available to the residents of the great centers of pub- 
lishing, has been a tremendous contribution to national unity and to 
the wide dissemination of knowledge. The ready availability of 
scientific, technical, and medical journals helps to keep the physician, 
the scientist, the engineer, and the businessman abreast of the latest 
developments in these fields. 
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Similarly, the ready and equal availability of general magazines 
throughout the country is one of the main resources in creating an 
informed citizen. The fact that we have the best-informed citizens 
of any country in the world in spite of the tremendous geographic 
spread in the United States is due in very large part to the fact that 
no other country can begin to equal our national network of maga- 
zine publication and distribution, which in turn has been built for 
80 years on the principle of low uniform second-class postal rates, 
We would wish in no way to disturb that system. We wish merely 
to call attention to the fact that books and related educational and 
cultural materials serve all of these same purposes and are fully 
entitled to equal treatment in the mails. Further increases in the 
educational and cultural materials rate in the face of this existin 
disparity would seem to run contrary to every principle of equa 
treatment. 

As another consideration let me refer again to the public service re- 
imbursement of the Post Office Department for books and other edu- 
‘ational materials. To quote once more from the “Survey of Postal 
Rates” (p. 98) in the section dealing with this rate: 

From the standpoint of Post Office net finances, full cost coverage is achieved 
through congressional appropriations for public services. 

This is true in the current (1960) fiscal year and will also be true in the 
next fiscal year under the provisions of the Treasury-Post Office ap- 
propriation bill already approved by both Houses of the Congress. 
Thus the Congress has already fully covered costs of service for this 
‘ategory of mail through June 30, 1961, under existing rates plus 
authorized public service appropriations. 


WHO PAYS BOOK POSTAGE COSTS ? 


I turn now to another aspect of this problem, the question of the 
kinds of books which move through the mails and the impact of postal 
rates on book distribution. In the book industry the purchaser from 
the publisher almost invariably pays the exact postal charges, whether 
this purchaser be a school, a public library, college store, or the ulti- 
mate consumer. Of the total domestic sales of the book industry in 
1959, exclusive of inexpensive paperbound books which do not move 
through the mails in any significant quantity, about 60 percent con- 
sisted of textbooks and reference books and another 10 percent of other 
types of books purchased by public, school, and college libraries. Al- 
though in a very real sense practically all books are of an educational 
or cultural nature, it can be seen that the proportion of books serv- 
ing a direct educational use in schools, colleges, and public libraries is 
very high. In these school and library purchases of books, it is 
the smaller institutions which receive their principal book shipments 
by mail and therefore pay book postage. The larger institutions have 
orders which are sizable enough in many cases to make it practical 
to ship by truck. 

In closing let me summarize, if I may, the reasons set forth in this 
statement as to why we believe that no increase should now be made 
in the existing rate on books and other educational materials: 

1. Books and other educational materials should not as a matter 
of equity and public policy pay a higher rate than the reading matter 
In magazines and newspapers. 
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2. At present books and other educational materials are paying a 
rate 214 times as great as the reading matter in second-class mail and 
even under second-class increases proposed in this bill would still be 
paying a rate about twice as high. 

3. In percentage of coverage of Post Oflice costs, books and other 
educational materials are now paying about 60 percent. This com- 
pares with 21 percent of cost coverage for reading matter In magazines 
and newspapers. 

4. Books have a very important direct relationship to the formal 
educational process and the cost of postage for educational and library 
use will come out of the budgets of these institutions or will be paid by 
the students themselves in the case of college textbooks. 

5. Therefore, as a matter both of equity and of Federal policy on 
education, books, and other educational materials carrying no adver- 
tising should not be placed at a competitive disadvantage with publi- 
cations classified as second-class mail. 

Thank you. 

The CrairmMan. Are there any questions of Mr. Spaulding ? 

Thank you very much, Mr. Spaulding, for your statement. 

Mr. Spautprng. Thank you, sir. 

The CuarrmMan. The next witness is Mr. Louis J. Perrottet. If 
Thave pronounced the name wrong, I apologize. 

Mr. Perrottet is vice president of the Conover-Mast Publications, 
Inc., New York City, representing the National Business Publications. 

Weare very glad to hear from you. 


STATEMENT OF LOUIS J. PERROTTET, VICE PRESIDENT, CONOVER- 
MAST PUBLICATIONS, INC., NEW YORK, N.Y., CHAIRMAN OF THE 
BOARD, NATIONAL BUSINESS PUBLICATIONS; ACCOMPANIED BY 
RICHARD P. SMITH, PRESIDENT, WRC SMITH PUBLISHING CO.. 
ATLANTA, GA.; AND RUSSELL L. PUTMAN, PRESIDENT, PUTMAN 
PUBLISHING C0., CHICAGO, ILL., FORMER CHAIRMEN, NATIONAL 
BUSINESS PUBLICATIONS 


Mr. Perrorrer. My name is Louis J. Perrottet. I am vice presi- 
dent of Conover-Mast Publications, Inc., New York, and I appear to- 
day as chairman of the board of National Business Publications, an 
international association of 210 technical, scientific, industrial, profes- 
sional, merchandising, and marketing publications—all published by 
independent taxpaying businessmen. 

Sitting on my left, but not testifying, is Mr. Richard P. Smith of 
Atlanta, Ga., president of WRC Smith Publishing Co., and Russell 
L. Putman, president of Putman Publishing Co., Chicago, Ill. 

The CuarrmMan. We have heard from these gentlemen before, if I 
remember correctly. Weare glad to see them back, 

Mr. Perrorrer. National Business Publications is the largest such 
association in the world and, may I emphasize, the only organization 
representing the several kinds of specialized business publications— 
regardless of method of distribution. 

Mr. Chairman, my statement requires 13 minutes for presentation, 
so if I may be allowed to proceed without interruption, I shall gladly 
answer any questions you or the members of the committee may have, 
at the end of my statement. 


a 
Ge 
| 
4 


526 POSTAL RATE REVISION 


The Criarrman. Very well, sir, that will be done. 

Mr. Perrorrer. Thank you, sir. 

This association includes in its membership two types of publica- 
tions. ‘The only point of difference between these two types of publi- 
cations is the circulation method employed. 

One method, known as paid circulation, disseminates know-how in- 
formation by selling subscriptions to individuals in whatever special- 
ized field may be served by a given publication. 

The other and newer method, known as controlled circulation, eon- 
sists of directing a specialized-interest. publication to a carefully 
selected and limited list of individuals who can benefit. from its con- 
tents, thereafter surveying those recipients constantly and promptly 
removing any who do not continue to read and make use of the maga- 
zine, 

The ends achieved by either method of circulation are similar— 
maintenance of a reader list of qualified individuals. In all other 
respects these two types of publications are identical in the eyes of 
the reader and of the advertiser. Taken together, these two types of 
publications constitute Specialized Business Publications, with an ag- 
gregate annual circulation approximating 50 million. 

Allow me to emphasize, more than all other publications, Special- 
ized Business Publications live up to the intent of the makers of the 
law of 1879 which established the four classes of mail; the law which 
says that second-class publications must “be originated and published 
for the dissemination of information of a public character, or devoted 
to literature, the sciences, arts, or some special industry.” Is there 
any doubt that Specialized Business Publications regardless of 
whether or not they are in second class fulfill that promise; that they 
are, indeed, performing the functions intended by the phrase just 
quoted. While portions of the 1879 law have become outmoded, 
while portions of that law divide Specialized Business Publications 
into diverse classes of mail having little in common, we contend that 
our business publications most nearly carry out the spirit of the law. 
Without question, Specialized Business Publications are serving a 
high purpose in their devotion to special industries, professions, and 
sciences. As independent, taxpaying businessmen, our members 
typify the best of the free-enterprise system at work. 

We wish to make it clear, Mr. Chairman, that we are here not to 
protest and oppose but, rather, to attest and propose. We recognize 
the problems that face the Post Office Department and the problems 
that are thus brought before this committee for action. As the chair- 
man can attest, as the record of these hearings over the years will il- 
lustrate, it has long been our association’s position on postal matters 
that we wish no special subsidies, at the expense of others. On the 
contrary, we are ready and willing to pay our way for the services 
extended our magazines by the Post Office Department. As a matter 
of fact, until the issuance of the latest cost ascertainment report, we 
had been under the impression that the Post Office Department agreed 
that controlled-circulation publications, one of the mail classifications 
represented in our membership, were paying their way. 

Unhappily, Specialized Business Publications, because they are 
spread through diverse mail classes, find themselves bound to unre- 
jated and dissimilar mail matters. Our publications have no con- 
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nection with general news magazines: certainly none whatsoever 
with comic books; our magazines are totally unrelated to crosssword 
puzzles, fashion magazines, ladies publications; we are totally unre- 
lated to tax-free association or society publications or special rate 
“discount” publications; we have no interest in nudist magazines. 
Why, then, should we be classified with such dissimilar matter ¢ 

Our interest and main concern is in none of these. Our interest 
is in service through a continuing stream of editorial matter related 
to the specific areas in which our readers earn their livelihood. We 
can best serve those interests, we can best serve our readers, and the 
Post Office Department can best administer Specialized Business Pub- 
lications, if they are taken from the three classes of mail in which they 
now find themselves and are rearranged into a single homogeneous 
group. 

I have tried to make the point, gentlemen, that the paid and con- 
trolled publications in our associ iation are compatible, not only with 
each other, but with the spirit and purpose of the original postal law. 

Essentially, there is only one difference between these two types of 
publications: Second-class publications are paid for by the recipients 
or their companies, while controlled-circulation publications are sent 
without subseription charge only to the persons to whom they will be 
of special interest and value. 

Thus, if, for example, two industrial publications are equally in- 
formative, equally educational, carry the same percentages of adver- 
tising, are, according to the Postal Manual, prepared and dispatched 
simile larly, ‘and are alike in every other respect, nevertheless only the 
one for which a subscription price is paid can qualify for the second- 
class mail rate. The other, which is sent to the reader without sub- 
scription charge, must pay ‘postal rates several times higher. 

All Spec ialized Business Publications—whether second-class (paid 
subscription) or controlled circulation—derive their operating in- 
comes from sales of advertising. 

I have here examples of Specialized Business Publications—one a 
controlled-circulation publication, the other paid or second-class. Were 
you to examine them, to open these covers and go into the internal 
content, you would see that they are exactly the same in quality of 
editorial and advertising content. Yet they are subject to different 
postal rates, 

May I call your attention to a most unusual facet of this postal 
legislation, as it affects all specialized business publications. Our 
magazines are relatively new developments in the national economy. 
They are, in effect, servants of the growing industry and business that 
has sprung up so rapidly during the past half century. Yet, the postai 
laws, under which our magazines are now operating, are in essence 
and philosophy those based on the postal regulations established in 
1879. ‘That was years before our publications were, almost without 
exception, in existence. Obviously, therefore, the rules and regula- 
tions under which we are now operating are designed for entirely dif- 
ferent kinds of publications, under entirely different conditions. 

Many of the problems confronting the Post Office Department 
today, problems requiring special regulations and handling, concern 
general or “mass” media. But such problems, for the most part, have 
little or no relation to Specialized Business Publications, such as our 
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association represents. As a result, the Post Office Department itself 
is handicapped in dealing with our type of publications and, at the 
same time, we suffer injustices because we are placed in strange cate- 
gories, the regulations for which are awkward and inapplic: able to 
Spee ‘alized Business Publications 
To illustrate, on oceasion the Post Office Department has proposed 
regulations aimed at combati ing unethical practices on the part of cer- 
tain users of second-class rates. Because the second-class category is 
so large, covering under one large umbrella so many really diverse 
spokes, those regulations, while possibly performing the function in- 
tended, also penalize or create hardships for publishers having no con- 
nection wh: ptouewer with the reason for the proposed regul: ation. 
And so, I am instructed by my membership to propose that an en- 
tirely hew, pie category or class be established, a Specialized 
Business Publication category, with a simple rate structure applicable 
to every publication that qui tlifies for that category. Wholly separate 
and apart, it would simplify rules and regulations for Post “Office op- 
erations, in relation to our spec inlized business magazines. Mr. Chair- 
man, it’s possible, of course, we may be proved wrong. But it is our 
contention that if bona fide Specialized Business Publications, per- 
forming more completely than other periodicals the basic service for 
which the original postal laws were written, could be separated from 
all other printed media, counted and costed separately, we believe that 
we would prove that paid and nonpaid Specialized Business Publica- 
tions would be paying their way, or very close to it. In any event, 
with a clearly defined category for all Specialized Business Publica- 
tions, a fair, simple, and equitable postal rate structure could be worked 
out to provide the funds for efficient Post Office operation. 
We propose that serious study be given to categorizing specialized 
business publications, with the ‘under standing that an equitable rate 
be set by the Post Office Department in conjunction with the Congress. 
Mr. Chairman, we have no set ideas about how this might be “done 
and, in all good conscience, we would hesitate to enunciate any fixed 
frame of mind. We would certainly not do so without first obtaining 
the further thoughts of the Postmaster General and his responsible 
associates who would administer the provisions of the regulations. 
Further we would not wish to do so without the counsel of the chair- 
man of the House Committee on Post Office and Civil Service, other 
members of the committee, and staff. It may be that the chairman of 
this committee—and we hope he will be so inclmed—will put our 
proposal into the hands of a subcommittee for further and serious 
study. 
In making our proposal for a specialized business publication cate- 
gory we must point out that, while on surface examination some 
publications of the nonprofit variety may appear to be specialized 
business publications, we feel that the qualifications for the category 
we suggest should be such as to include only those publications meet- 
ing the prescribed definition and which pay taxes to our Government. 
Tf nothing else, Mr. Chairman and members of the committee, 
consideration of our proposal for a special category may clarify a 
considerable amount of confusion now existing in this area. For 
example, represented within the relatively small ‘branch of publishing 
labeled specialized business publications are publications paying four 
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different and distinct rates, second-class, controlled circulation, third- 
cass, and sometimes even fourth-class rates, in spite of the fact that 
they all serve a similar purpose, carry similar editorial matter, sim- 
jar advertising content, and are similarly prepared for mailing. 

We recognize that such a category for specialized business publica- 
tions must be carefully defined and we have already spoken briefly 

with the Postmaster General and his deputies. They have indicated 
their willingness to work with us in defining and setting up such a 
category, should this committee give authorization for such a move. 

Traditionally the members of National Business Publications have 
voiced their willingness to make adequate payment for services ren- 
dered by the Post Office Department. We have appeared before this 
and other committees, not to register opposition or complaint but to 
record our willingness to pay our way. That, contrasted with the 

individuals who, in spite of privileged postal position, cry out at the 
slightest mention of increased rates. 

In looking back, however, we question the wisdom of our actions 
over the past few years. During that time those of our member 
publications in controlled circulation and second class have been sub- 
jected to sizable increases. At the same time certain publications are 
still given preferential rates because of their supposed “not for profit” 
status. Gentlemen, shouldn’t publications which are today paying 
the same rate they paid in 1925 be brought up to date? Shouldn’t 
publications paying many more times the rate than their so-called 
not-for-profit counterparts be allowed a respite while the others are 
given the opportunity to catch up ? 

Within the “reduced rate publications” category of second class, 
there are perhaps some religious, educational, scientific, philanthropic, 
agricultural, labor, veterans, or fraternal organizations which may 
rightfully deserve special consideration. However, in this day of 
general prosperity, we doubt it. Hidden beneath that vast umbrella 
are too many publications enjoying an undeserved special privilege, 
to the tune of a $49 million deficit, and paying a fraction of the rate 
paid by those independent specialized business publications with 
whom they are in direct competition. Their nonprofit status is by 
no means evidence that they are not profitable. Many such publica- 
tions pay quite sizable salaries, hire staffs of advertising salesmen and, 
generally, conduct a most effective publishing enterprise competing 
directly with independent publishers who pay their share of postal 
costs and, most certainly, their share of Federal taxes. 

We ask also a thorough appraisal of yet another group of publica- 
tions now enjoying special privilege within the second-class category. 
I refer to those association publications which do not qualify for the 
reduced rate category but who, because of a special ruling, are able to 
classify a portion of member dues paid to the association as “subserip- 
tion payments.” Therefore, their membership lists are interpreted by 
the Post Office Department to be the required “list of subscribers” and 
they are able to enjoy the rates of second class. In spite of their 
alleged “not for profit” intent, they compete directly with independ- 
ent taxpaving publishers for the same advertising dollar. They reap 
millions of dollars annually in advertising income, but pay no taxes 
on that income. Obviously, the inequity of the case of such publica- 
tions is twofold. Not only do they receive the benefits of low postal 
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rates in second class, giving them a competitive edge over exactly 
similar publications that pay controlled rates, but they also are 
allowed another subsidy in the form of tax exemption by the Federal 
Government, giving them a competitive edge over both second class 
and controlled business publications. 

We would like to make at least one other suggestion. As observers 
of and participants in the periodic process referred to as ratem: king, 
it seems to us that there is quite a bit that can stand improvement. 
The Post Office Department regularly pleads for relief from its mount- 
ing deficits. C wie er receives the budget message which calls for 
X number of millions of dollars which must be raised by the Post 
Office Department. After management consultants have studied 
postal operations and the rate situation, a bill is conceived and 
suddenly presented to Congress. Immediately, a contest ensues, with 
the Post Office Department on one side, mail users on the other, and 
Congress in the middle attempting to adjudicate in an area so vast, so 
complex that even technical experts with years of experience are not 
always in complete agreement as to the needs. Isn’t it obvious, gen- 
tlemen, that something is wrong? We have the feeling that each 
move by the Post Office Department, from introduction of the rate 
bill, through the various stages of testimony, to the final vote, is made 
without sufficient time allowed to unravel the many technical prob- 
lems involved. 

We believe that a prehearing, a period of discussion—call it what 
vou will—between the Department and affected groups of mailers, 
aimed at acquainting both sides with the proposals and the issues, 
with the attitudes and conditions of the affected industries, would 
serve a useful purpose by making it possible to remove those gray areas 
which cloud the issues and get down to the specific blacks and 
whites. We feel that such a procedure would save invaluable time for 
this committee and result in more fruitful testimony on the part of 
witnesses. 

Perhaps the answer is in some sort of rate board which would hear 
both mail users and the Department, before the formal hearings 
begin, but we leave that to your own good judgment. 

Mr. Chairman, we suggest that the last three classes of mail have 
become so complex and so technical as to make it essential that some 
means of baring the bones of the postal problem more effectively for 
the Congress be devised. And, so, I am instructed by my mempber- 
ship to respectfully request that serious consideration be given to 
our proposal for prehearings; that, at the very least, a sube ommittee 
be appointed to study its feasibility. 

In summary, gentlemen, the member-publishers of National Busi- 
ness Publications, in keeping with their traditional position, empha- 
size that they accept responsibility for paying a rate of postage con- 
sidered by the Post Oflice Department and the Congress to be one 
which allows them to pay a fair price for mail service. 

While we earnestly believe that, if special consideration were de- 
served by any group, specialized business publications, because of 
their service to the economy, would most merit it, we will accept no 
special subsidy or treatment. We strongly recommend that those 
similar-interest, similar-service, completely related periodicals called 
specialized business publications, as represented by this association, 
be grouped together, where they may be serviced, administered, and 
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costed, in keeping with their needs. We ask that the Congress act 
to remove the special subsidies and discounts afforded tax-free organi- 
gations engaged in the publishing business. 

We request that this committee consider the feasibility of altering 
the present pattern of ratemaking, so as to allow for informai dis- 
cussions Of the postal issues before hearings are initiated. Such dis- 
cussions will result in the saving of your valuable time, through the 
appearance of better informed, more adequately prepared witnesses. 

We earnestly urge that you consider whether there is justification 
for an increase in the rates of publications which have traditionally 
paid their way, controlled circulation publications, periodicals which 
traditionally have paid an extremely high rate of postage. We ask 
you also to consider carefully that very adequate testimony which 
has already been given by others on the rates applicable to second- 
class publications. We can only assume that the increases made in 
1958 were based on the committee’s appraisal of the industry’s ability 
to pay. As you so well know, the final step of the three-step increase 
voted for second-class publications in 1958 has not yet become effec- 
tive, and will not until 1961. Is it reasonable to impose still an- 
other increase before publishers have had an opportunity to adjust 
to the last ? 

Mr. Chairman, the member-publishers of National Business Publi- 
cations are grateful to you and the members of your committee for 
the privilege of presenting these views. 

Thank you for your courtesy, attention, and understanding. 

I apologize for not recognizing you, Mrs. Granahan. 

The Cuarman. I wish to compliment you for your very fine, con- 
structive statement. I think that you have assumed a very fair atti- 
tude and I would like to explore further your suggestion that there 
be established some kind of a prehearing or some kind of a rate ad- 
visory board to advise the committee so that we can be informed 
fully about the situation before the actual hearings are held before 
the committee, 

Mr. Perrorrer. Our reasoning on this, Mr. Chairman, is that this 
would afford an opportunity to explore some of the technical prob- 
lems bearing on the establishment of rates and regulations. 

We recognize that this is a rather involved problem and cannot be 
presented off the top of the brain as we would have to do here today. 
We are not prepared for that but we do believe that the appointment 
of a board or a prehearing procedure to explore some of these tech- 
nical areas should be valuable to the Post Office Department in estab- 
lishing a rate which we believe to be fair. 

Mr. Rees. And you apply that to all publications? 

Mr. Perrorrer. Yes, sir. 

Mr. Rees. I appreciate your statement. 

Mr. Prerrorrer. Thank you. 

Mr. Rees. I might ask you about the two magazines you held up 
awhileago. I think you said they are the same size. 

Mr. Perrorrer. They are essentially the same size. 

This one has total pages of 292. This one has total pages of 204. 

Mr. Rees. What is the difference in cost of sending those magazines 
through the mail from Washington to Kansas City ¢ 

Mr. Perrorrer. It costs approximately three times as much to mail 
this magazine as it does this one. 
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rates in second class, giving them a competitive edge over exactly 
similar publications that pay controlled rates, but they also are 
allowed another subsidy in the form of tax exemption by the Federal 
Government, giving them a competitive edge over both second class 
and controlled business publications. 

We would like to make at least one other suggestion. As observers 
of and participants in the periodic process referred to as ratemaking, 
it seems to us that there is quite a bit that can stand improvement, 
The Post Office Depar tment regularly pleads for relief from its mount- 
ing deficits. Congress receives the budget message which calls for 
X number of millions of dollars which must be raised by the Post 
Office Department. After management consultants have studied 
postal operations and the rate situation, a bill is conceived and 
suddenly presented to Congress. Immediately, a contest ensues, with 
the Post Office Department on one side, mail users on the other, and 
Congress in the middle attempting to adjudicate in an area so vast, so 
complex that even technical experts with years of experience are not 
always in complete agreement as to the needs. Isn’t it obvious, gen- 
tlemen, that something is wrong? We have the feeling that each 
move by the Post Office Department, from introduction of the rate 
bill, through the various stages of testimony, to the final vote, is made 
without sufficient time allowed to unravel the many technical prob- 
lems involved. 

We believe that a prehearing, a period of discussion—call it what 
vou will—between the Department and affected groups of mailers, 
aimed at acquainting both sides with the proposals and the issues, 
with the attitudes and conditions of the affected industries, would 
serve a useful purpose by making it possible to remove those gray areas 
which cloud the issues and get down to the specific blacks and 
whites. We feel that such a procedure would save invaluable time for 
this committee and result in more fruitful testimony on the part of 
witnesses, 

Perhaps the answer is in some sort of rate board which would hear 
both mail users and the Department, before the formal hearings 
begin, but we leave that to your own good judgment. 

Mr. Chairman, we suggest that the last three classes of mail have 
become so complex and so technical as to make it essential that some 
means of baring the bones of the postal problem more effectively for 
the Congress be devised. And, so, I am instructed by my member- 
ship to respectfully request that serious consider ‘ation be given to 
our proposal for prehearings: that, at the very least, a subcommittee 
be appointed to study its feasibility. 

In summary, gentlemen, the member-publishers of National Busi- 
ness Publications, in keeping with their traditional position, empha- 
size that they accept responsibility for paying a rate of postage con- 
sidered by the Post Office Department and the Congress to be one 
which allows them to pay a fair price for mail service. 

While we earnestly believe that, if special consideration were de- 
served by any group, specialized business publications, because of 
their service to the economy, would most merit it, we will accept no 
special subsidy or treatment. We strongly recommend that those 
similar-interest, similar-service, completely related periodicals called 
specialized business publications, as represented by this association, 
be grouped together, where they may be serviced, administered, and 
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costed, in keeping with their needs. We ask that the Congress act 
to remove the special subsidies and discounts afforded tax-free organi- 
yations engaged in the publishing business. 

We request that this committee consider the feasibility of altering 
the present pattern of ratemaking, so as to allow for informal dis- 
cussions Of the postal issues before hearings are initiated. Such dis- 
cussions Will result in the saving of your valuable time, through the 
appearance of better informed, more adequately prepared witnesses. 

We earnestly urge that you consider whether there is justification 
for an increase in the rates of publications which have traditionally 
paid their way, controlled circulation publications, periodicals which 
traditionally have paid an extremely high rate of postage. We ask 
you also to consider carefully that very adequate testimony which 
has already been given by others on the rates applicable to second- 
class publications. We can only assume that the increases made in 
1958 were based on the committee’s appraisal of the industry’s ability 
to pay. .As you so well know, the final step of the three-step increase 
voted for second-class publications in 1958 has not yet become effec- 
tive, and will not until 1961. Is it reasonable to impose still an- 
other increase before publishers have had an opportunity to adjust 
to the last? 

Mr. Chairman, the member-publishers of National Business Publi- 
cations are grateful to you and the members of your committee for 
the privilege of presenting these views. 

Thank you for your courtesy, attention, and understanding. 

I apologize for not recognizing you, Mrs. Granahan. 

The Cuarrman. I wish to compliment you for your very fine, con- 
structive statement. I think that you have assumed a very fair atti- 
tude and I would like to explore further your suggestion that there 
be established some kind of a prehearing or some kind of a rate ad- 
visory board to advise the committee so that we can be informed 
fully about the situation before the actual hearings are held before 
the committee. 

Mr. Perrorrer. Our reasoning on this, Mr. Chairman, is that this 
would afford an opportunity to explore some of the technical prob- 
lems bearing on the establishment of rates and regulations. 

We recognize that this is a rather involved problem and cannot be 
presented off the top of the brain as we would have to do here today. 
We are not prepared for that but we do believe that the appointment 
of a board or a prehearing procedure to explore some of these tech- 
nical areas should be valuable to the Post Office Department in estab- 
lishing a rate which we believe to be fair. 

Mr. Rees. And you apply that to all publications? 

Mr. Perrorrer. Yes, sir. 

Mr. Rees. I appreciate your statement. 

Mr. Perrorrer. Thank you. 

Mr. Rees. I might ask you about the two magazines you held up 
awhileago. I think you said they are the same size. 

Mr. Perrorrer. They are essentially the same size. 

This one has total pages of 292. This one has total pages of 204. 

Mr. Rees. What is the difference in cost of sending those magazines 
through the mail from Washington to Kansas City ? 

Mr. Perrorrer. It costs approximately three times as much to mail 
this magazine as it does this one. 
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Mr. Rees. That is, the first magazine is your own 4 

Mr. Perrorrer. Both of these happen to be members of this associa. 
tion and both happen to be published by my own company. 

Mr. Rers. What is the reason for the difference in cost ? 

Mr. Prerrorrer. Because of the difference in postal rates. 

This is a controlled cost publication and this is a paid publication, 

Mr. Rees. The controlled-circulation publication costs three times 
as much 

Mr. Perrorrer. Roughly, yes, sir. 

The Cuatrman. Judge Davis? 

Mr. Davis. I would like to join the chairman in his remark compli- 
menting Mr. Perrottet on the fine presentation he has made. I would 
also like to join him in the suggestion that a subcommittee be set up 
to make a comprehensive study of these very important questions. 

I have had personal knowledge of some of the problems involved 
in the postage rates of these controlled publications as compared with 
second-class rates. 

Mr. Smith, to vour left, lives in Atlanta, and I have been personally 
acquainted with him and the very splendid organization of which he 
is an officer there, the W. R. C. Smith Publishing Co. I knew his 
father before him and I know that they do perform a great. service 
to business people in publishing these specialized publications. 

I have never been able to understand why a controlled-cireulation 
publication of this nature would have to pay approximately three 
times more than the postal rates paid by a similar publication. the 
only difference in which is that the one has paid subscribers and the 
other is distributed to interested persons. not to the general public, 
and does not create a postal problem with the general public, but is 
distributed only to those who have a specific interest in the subject 
matter of the publication. 

I have never felt that they have received fair treatment and I appre- 
ciate very much, as the chairman has stated, the fair approach which 
vou have made in your statement this morning. 

T do hope that it can be followed up and something worked out. 

Mr. Perrotrer. Thank you, sir. 

The Cuatrreman. Let me follow further your suggestion that some 
kind of a committee be established to advise this committee by having 
prehearings. 

Would you advoeate the establishment of some kind of advisory 
postal rate board advisory to this committee / 

Mr. Perrotrer. I think it could be done in either of two ways, 
Mr. Chairman: As a subcommittee of this committee or as a board 
of review, with feasibility favoring the latter. 

The Crarman. Of course, as you probably realize, the Members 
of Congress are so busy that they are unable to devote the time that 
they should to this ratemaking question. If we have any kind of 
advisory board, it would seem to me that it should be a board that 
could give all its time—and Members of Congress cannot do that— 
to advise our committee from time to time about the changes in the 
postal rate structure. 

Mr. Perrorrer. That is precisely our reasoning on this, Mr. Chair- 
man. We realize that you gentlemen do not have the time to learn 
all the technicalities involved in this or to concentrate on this, whereas, 
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ifa board could devote ali of its time to this problem, they could present 
you with conclusions to reason from what we think is a rational 
approach. 

The CuarrmMan. Mr. Rees? 

Mr. Rers. What would you think of citing a board from business and 
industry not associated with the publishing business to act as an 
advisory board or commission, if they were willing to give a little 
of their own time to help us solve these problems ¢ 

Mr. Perrorrer. I am not denving that that may have merit but I 
wonder if we would achieve the end that we are seeking here which is 
to bring this thing into technical forcus so that this committee would 
have a reasonable finding. Somebody outside of the Post Office De- 
partment or the publishing business would have the same problem with 
technicalities that Members of Congress might have. I merely raise 
that question. 

Mr. Rees. If one man was from the publishing industry, they would 
say, “Well, the committee selected people who are interested in their 
own business.” I donot know. 

Mr. Perrorrer. I think if we carried it to the point of a board of 
review, you would have an important point then to bring in the inde- 
pendent viewpoint of those not associated with the business. That 
would be after we had worked out all these classifications and tech- 
nical problems. 

Mr. Rees. If we select a board, I would be glad to put you on the 
board. Would that be quite fair to the other tvpes of magazine com- 
panies who operate on a different plan ¢ 

The Mr. Lesinski. 

Mr. Lesinsxi1. Mr. Chairman, I am glad to hear the remarks of the 
chairman and Mr. Davis here because it has been my thinking all 
along, although I have not suggested such a thing, that we need help 
because the committee is jammed with work. 

On the other hand, if the chairman were willing, I believe that the 
gentleman from Pennsylvania, Mr. Corbett, and myself, and someone 
else, as a subcommittee, and with a good staff, could go into the problem 
thoroughly as we have on other matters, such as the census, Mr. Chair- 
man, and come up with some practical answers. 

I do not like the idea of the board so much, because it again strips 
the responsibility of Congress in this matter, but by delegating it to 
this committee I believe we can do a thorough job on it. 

Our big problem is the large volume of work we have to do and the 
lack of staffing, in spite of what the papers have said about Congress 
in these recent weeks, a lot of which is malarkey, and I think we could 
do a good job. 

Mr. Fotry. Mr. Chairman ? 

The Cramman. Mr. Foley. 

Mr. Fotry. Mr. Perrottet, I just wanted to find out a little more 
about the composition of your association. You referred to 210 tech- 
nical, scientific, industrial, professional, merchandising, and market- 
ing publications, all published by independent, taxpaying business- 
men. Does that mean that vou have 210 different publishers? How 
many different publishers actually are members of the association / 

Mr. Perrorrer. Different companies ? 

Mr. Fotry. Yes. 
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Mr. Prrrorrer. Ninety. 

Mr. Forry. And these 90 produce the 210 individual publications? 

Mr. Perrorrer. That is right. 

Mr. Fotry. And the 90 various publishers would undoubtedly pro- 
duce both subscription-paid publeations and controlled circulation 
publications ? 

Mr. Perrorrer. That is correct, sir. 

Mr. Forry. So that these 90 publishing companies are business con- 
cerns, as you have indicated. 

They are in the business of producing these technical periodicals, 
Are thev magazine publishers ? 

Mr. Prerrorrer. They are magazine publishers. 

Mr. Forry. Are they all magazine publishers ? 

Mr. Perrorrer. Yes. They are all magazine publishers. 

Mr. Fotry. Some of these magazine publishers undoubtedly produce 
second-class publications that are not scientific in nature; is that right / 

Mr. Prrrorrer. They could be scientific in the fields of medicine, in 
the fields of the sciences, in the fields of technology, and in the fields 
of merchandising, but they are all specialized within a defined area. 
That is the distinguishing point. They are not generally distributed 
for newsstand sales and things of that kind. It is a defined audience 
within the brackets enunciated in my first paragraph here. 

Mr. Davis. Will the gentleman yield for a question which may 
clarify this? 

Mr. Forey. I yield. 

Mr. Davis. None of your publishers publish magazines as Time, 
Life, Saturday Evening Post, and such magazines of ; general publica- 
tion, or news periodic als? 

Mr. Perrorrer. That is right, sir. 

Mr. Davis. I think Mr. Foley was interested in knowing whether all 
of them are scientific and technical publications. 

Mr. Perrorrer. They are not mass media. These are all specialized 
publications, scientific, technical or merchandising. 

Mr. Fotry. I wanted to relate the description you have just given to 
this further area. Many business concerns publish their own house 
organ. Now, these house organs, even though they would be devoted 
to technical or scientific matter, would not be included in the 210. 
That is separate / 

Mr. Perrorrer. That is right. 

Mr. Fouxy. By way of differentiation, your publications are devoted 
solely to specialized information of these various types, technical and 
scientific ? 

Mr. Perrorret. Yes, sir. 

The Cuarrman. Mr. Lesinski. 

Mr. Lestnsxt. Mr. Perrottet, prior to mailing of your magazines, do 
you prearrange’ Is your mailing list so that the groups of magazines 
that go to a respective city are arranged according to the zone and area 
and town and so forth ? 

Mr. Perrorrer. There are those members of our association, as I 
understand it, who have completed this postal zoning. Others are 
still working on it. 

Mr. Lestnskt. Would it not be to your advantage, instead of the 
Department insisting upon higher rates to cover up the deficit in- 
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volved by those who would not preset their mailing list, to prearrange 
your mailing lists accordingly and save the Department money. 

Mr. Prrrorrer. May | ask Mr. Smith to comment on that 

Mr. Smiru. I think we have a misunderstanding in that some of us 
have not yet put zone numbers on our stencils. 

We are required by the Post Office Department to arrange our mag- 
azines in bundles. 

Mr. Lestnsx1. I understand that it is not a regulation but there has 
been a circular sent out on that. 

Mr. Smrru. We are working on that but I think that what you are 
getting at is the service we 1 render the post office before our magazines 
get to the post office. We bundle them and sack them and they are 
put on the train and go to the certain city for distribution. We a do 
that. 

Mr. Lestnskt. Are they arranged according to the postal routes, 
also ¢ 

Mr. Smiru. Yes, sir. 

Mr. Lesrnsxt. In other words, you do most of the work of the post 
office. 

My question is simply this: Do all the publications that are mem- 
bers of the association so prearrange their lists? 

Mr. Smiru. I can speak only for myself. I have controlled maga- 
zines and second-class paid magazines and we do them all that way. 

Mr. Lesinskt. Irrespective of that, would it not be proper that all 
of your members do that ¢ 

Mr. Smiru. Yes, sir. And I believe most of them are already doing 
so. 

Mr. Lestnsk1. Thank you, sir. 

The Cuatrman. Thank you very much, gentlemen. 

Mr. Corbett ? 

Mr. Corsetr. Mr. Chairman, I have one or two questions. 

Could you tell us why two of the witnesses here have said that you 
had both controlled and subscriber type magazines ¢ 

Why do you have controlled circulation? Why are not these 
members who receive the magazines members of your organization or 
why are they not solicited for subscriptions or something of the sort / 

We do have the two types. We recognize all the similarities in the 
publications. We recognize the difference in the mailing costs but why 
does the difference exist ? 

Mr. Perrorrer. Why are there the two types of magazines? 

Mr. Corsertr. Yes, sir. 

Mr. Prrrorrer. Well, there is quite a philosophy involved in that, 
Mr. Corbett. There are certain areas in which it is possible to define 
the buying units in a highly specialized field such as these that we 
represent, so that we can send the publication at no greater cost to the 
publisher, without direct income from the subscription, and we can 
guarantee to the advertiser the same and ever greater buying power 
that he would achieve if it were a paid subscription. Sometimes it 
costs more money to get the subscription than the subscription 
amounts to, 

Mr. Corserr. That the the point I was arriving at. 

I might say by way of background that I have been up against this 
identical problem with my own publication. 


| 
L 
} 
Ln 
| 
oa 


536 POSTAL RATE REVISION 


There was a time when we sent ow newspaper into an area and paid 
third-class rates for it rather than second, and we were in competition 
with people who had subscribers. 

We had a feeling very frequently that by sending the paper out to 
prepared lists of people we were doing the job more easily than if we 
tried to get subscribers and charge them $1, $1.50 or $2 for a paper. 

So, one reason I brought this out is that here you and the man to 
your left both testified that you have magazines, some with sub- 
scribers and some with controlled circulation. Is that the total answer, 
that you find in getting subscribers that the cost of getting them makes 
it not an economic procedure ¢ 

Mr. Perrorrer. I do not think that is the total procedure. <As I 
say, this is a broad subject and we could take a long time on the 
philosophy of controlled circulation. I think our point of view, as 
represented by our own association’s stand is that it’s an economic 
matter with the individual publisher; that either type of circulation 
is a valid procedure; that an equal job can be accomplished with either 
type. 

That is the point I was trying to make here. 

Mr. Corserr. Could you help us on this even slightly? How could 
you avoid abuse? Suppose we agreed that your particular type of 
controlled circulation ought to go at approximately the second-class 

rate. How could you prevent publishers from coming into this field 
or just mailing things willy-nilly ? 

Mr. Perrorrer. This isa very good question. You never, of course, 
will close the door completely to the introduction of new publications, 
but you do have an audit so far as control of your present circulation 
is concerned. You have audit bureaus for either type of magazine. 
Also, there are the specific justifications of the Post Office Department 
which prec ludes the possibility which you raise. 

Mr. Corserr. I recognize that we have all had to be hasty here, but 
T think the gentleman’s remarks point up the need for some advisory 
group to this committee and to the Senate committee. 

In years gone by there were proposals. We once had a situation, 
Mr. Chairman, where they were going to name a board which would 
automatically set the rates. Then that was changed to the point 
where they would make recommendations to this committee and this 
legislation never came up; but I suspect that we have long since 
reached the point where we do need technical advice. 

This committee has necessarily a rather rapid change in member- 
ship and we come in here and write policies. Among other things, 
we wrote into the policy act of 1958 that we should consider the 
impact of rates on business and on the economy of the country before 
we make changes inthem. Now we are on the verge maybe of changing 
rates again before the last increases have gone into effect, and I have 
been on this committee for a long time and I have to be frank to 
confess that I am pretty much in the dark about what is right to do 
on a lot of these things. 

That is all, Mr. Chairman. 

The Cuamman. Thank you, gentlemen, very much. 

The next witness is eo Charles C. Baake, Miller Freeman Publi- 
cations, San Francisco, Calif., who represents the Associated Business 
Publications. 
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STATEMENTS OF WILLIAM K. BEARD, PRESIDENT, THE ASSOCI- 
ATED BUSINESS PUBLICATIONS, NEW YORK, N.Y.; AND CHARLES 
C. BAAKE, OF MILLER FREEMAN PUBLICATIONS, SAN FRAN- 
CISCO, CALIF., REPRESENTING THE ASSOCIATED BUSINESS PUB- 
LICATIONS 


Mr. Bearp. Mr. Chairman, Mrs. Granahan, and gentlemen of the 
committee, Lam Wilham K. Beard, I am president of the Associated 
Business Publications. Lam here primarily to introduce Mr. Charles 
C. Baake, of the Miller Freeman Publications, of San Francisco. He 
is the director of circulation activities of that company. 

I can assure you he is an exceedingly competent one. His house pub- 
lishes papers in Portland and Seattle and San Francisco and in Chi- 
cago, too, 

Mr. Baake. 

The CHatrMan. We will be glad to hear from Mr. Baake. 

Mr. Baake. Before I get my prepared testimony, | would like to 
add a little bit to what the previous witness said. 

We do not want to go into the question of paid versus free cir- 
culation in our testimony, but I have heard this previous witness and 
I would like to state that our firm, too, publishes both paid and con- 
trolled publications. Most of them are paid. We happen to have two 
that are controlled. 

In our opinion, paid and controlled journals should be in different 
categories just the way they are now. 

In paid circulation, the basic responsibility is to the reader. He 
shows that he wants to receive the publication by paying for it. This 
is a tradition of second-class mail. Whether it be a magazine, a busi- 
ness magazine, or a newspaper, the reader has to show that he wants 
it by paying for it. 

In controlled circulation there is a greater responsibility to the 
advertiser since that is the only revenue the publisher receives. The 
controlled or free publication 1s mailed free of cost to the recipient 
just like third class mail. 

Since we do publish both kinds of publications, we are in a pretty 
objective position to determine the relative merits of each, and we 
believe paid circulation journals should be in second class with other 
zone rate publications where the basic requirement is that the reader 
pays for it. 

Mr. Davis. Mr. Chairman, may I ask a question ? 

The Cuarrman. Judge Davis. 

Mr, Davis. Mr. Baake, do your publications come in the category 
of newspapers or magazines ? 

Mr. Baaxe. Our publications come in the category of magazines. 
They are business magazines similar to the type that the previous 
witness held up. We serve the commercial fishing industry of the 
Pacific and the mining publications in the Mountain States, sawmills 
and lumber manufacturing, and so forth. 

May I proceed, Mr. Chairman ¢ 

The CuatrMan. Yes, sir. 

Mr. Baar. The Associated Business Publications is a voluntary 
association of 166 business journals. One of our membership re- 
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quirements is that a publication must have paid circulation audited by 
the Audit Bureau of Circulations. The Audit Bureau of Circula- 
tions carefully audits the records and statements of its business maga- 
zine members every year to see that they have bona fide subse sribers 
who prove they want the journal by paying for it. All members of 
our association, because they have paid circulation, mail their publi- 
‘ations at second-class rates. 

Mr. Davis. Did you say that you and some of your members also 
distribute under the controlled circulation method ¢ 

Mr. Baake. Yes, sir. 

Mr. Davis. You use both methods? 

Mr. Baaxker. Yes, sir. We have a few of our members who have a 
few journals under the controlled method. 

Mr. Davis. But to be a member of the Associated Business Publi- 
cations, they must have a publication with paid circulation. Is that 
what you just stated ¢ 

Mr. Baaxe. That is right. Only those individual magazines 
which have paid circulation audited by the Audit Bureau of Cireu- 
lations can be members of the Associated Business Publications. 

A few typical members of the 166 belonging to the Associated Busi- 
ness Publications are the Packer, published in Kansas City; Pacific 
Fisherman, published in Portland, Oreg.; the Oil and Gas Journal, 
published in Tulsa; Factory, published in New York; Automotive 
News, published in Detroit ; ‘Plast Furnace and Steel Plant, published 
in Pittsburgh; and Broadcasting, published right here in Washington, 
D.C. Our association is nationwide. 

During the 54-year history of the Associated Business Publications, 
we have been most interested in the Post Office Department. We 
have been interested in the quality of the service received, in the i 
we pay, and in the welfare of this Department. We have a grea 
stake in the progress of the Post Office. 

Our bat rations have no newsstand distribution and are mailed 
at only one point. Having no alternate points of entry, every sub- 
scriber’s copy goes as far as is necessary entirely in the mails—fre- 
quently from one coast to the other. As a result, zone rates on ad- 
vertising are critically important to us. 

The Associated Business Publications has not opposed reasonable 
adjustments in rates inthe past. We're not doing so now. 

In our testimony today, Secuer, we will show that as a group, our 
members, based on post office figures, pay enough postage per piece to 
pay our way. We will also bring to your attention “The Privileged 
40.” In view of these considerations, we take the position that our 
second-class rates should not be increased at this time. 

There is much in the Department’s presentation this year of great 
future significance. Particularly impressive is the vivid and dramatic 

vase the "Department has presented with reference to “per piece” 
charges for the various mail classes. 

J. K. Lasser & Co. of New York are recognized as outstanding cer- 
tified public accountants in the magazine “industry. We asked the 
Lasser organization to canvass postage costs available to them based 
on figures. from 118 of our members. Here is what they found: 
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Average postal expense per copy mailed by ABP members 


What is the most significant thing in these figures? It is simply 
the fact that the post office says it costs them 5.31 cents to handle 
each pice of second-class mail. 

Since our members as a class will be paying 5.4 cents per piece, 
obviously we are not the deficit producers in second-class mail. 

Where is the “loss” in second-class mail then? Included within sec- 
ond class, of course, are nonprofit publications, and many lightweight 
pieces. Consider what Postmaster General Summerfield (on p. 10 of 
his testimony) told this committee : 

Now one may ask: Why has this loss continued to rise in the face of two sub- 
stantial rate increases within the last 10 years? 

In answer to that, first, the rate increases enacted by Congress in 1951 and 
1958 touched only about 60 percent of second-class mail volume. Nearly 40 per- 
cent of the pieces mailed in 1959 were serviced at rates enacted in 1925 or 
earlier. About 20 percent were serviced at rates which date back to 1879 and 
1885. [Emphasis supplied.] 

The 40 percent the Postmaster General spoke about, we are “The 
Privileged 40.” Included are nonprofit publications, whose rates were 
not raised in either 1951 or 1958. These publications go through the 
mail at flat rates. Though many of them actively sell advertising, 
they pay only 114 cents per pound on both their editorial and their 
advertising content. But trade and industrial journals such as ours, 
published for profit, will pay 214 cents per pound on editorial and 
up to 14 cents per pound on advertising matter in 1961. 

I am sure you will understand our objecting to a policy which allows 
the loss from nonprofit and other categories to be included in the so- 
‘alled second-class deficit. You will appreciate our objections even 
more when you realize that many of these nonprofit publications 
compete for advertising with publications published for profit—they 
travel at lower postage rates—and they pay no taxes either. 

To better illustrate this point, here is a copy of the March 1960 
issue of the proceedings of the IRE. This magazine is published 
every month i the Institute of Radio Engineers, a nonprofit organi- 
zation. This particular issue weighs 3 pounds 6 ounces. About 
65,000 copies were mailed. It has 74-percent advertising content and 
26-percent editorial. It goes through the mails at 114 cents per 


pound. At these exempt rates, the postage for this issue was, we 
figure it, about $3,300. If this privileged publication had been mailed 
at the regular rates we have to pay, it would have paid $12,800, 

For the year 1958, the proceedings of the IRE carried 2,199 pages 
of editorial matter and 2,169 pages of advertising. Its advertising 
revenue was $1,243,555. 

We are not singling out the proceedings of the IRE; we do this to 
point out that this is one of the many publications making up “The 
Priviliged 40”—one of the 40 percent of all second-class pieces being 
serviced at rates enacted in 1925 or earlier. 

The Postmaster General recognizes some of these inequities in the 
second-class rate structure because he first recommended increasing 
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rates on “The Privileged 40.” That was on May 10. Then on May 
31 he withdrew this recommendation. The effect of his withdrawal 
is to further compound the existing inequity, by maintaining in 1961, 
the same rates he so convincingly stated have been unchanged since 
1925 or earlier. And, of course, the effect on us, based on the way the 
post office presents its figures, is to show an ever-increasing deficit in 
second class, chargeable to all second class but assessed against a few— 
the few being journals such as ours, which, based on the Department’s 
own figures, are already paying their way. 

Considering these facts, we hope the committee will understand 
why we, as publishers, object to having the losses created in second 
class by this entire category of preferred rate publications, charged 
as part of the total second-class deficit. It is all the more understand- 
able when you recognize that many of us compete with these publica- 
tions which, because they are put out by nonprofit groups, pay lower 
postage rates and pay no income taxes. 

In addition, the accounting submitted this year by the Department 
considers second class in exactly the same manner as it considers first 
class. The postal service simply does not operate in this manner. 

Second class is a deferred service. It is neither a speed nor a secu- 
rity service. Weas publishers do most of the preparation for mailing 
and sorting which would otherwise be done by the post office. Second- 
class pieces do not receive all of the handling steps first-class pieces 
receive. They are delivered after first class is delivered. It takes less 
time and labor to get a whole bag of one of my journals, Pulp & Paper, 
out of the post office than it does one first-class letter. I paid an 
average of 7.6 cents per copy for the first 5 months this year on 
Pulp & Paper. 

The accounting submitted by the Department makes no distinction 
between first class and second class. The Postmaster General, how- 
ever, in discussing why first class should pay an extra charge over its 
costs, said: 

Congress required, in effect, that the various postal services must be priced in 
the same manner that a business would price its product line. Economists have 
labeled this approach “differential pricing.” I prefer to call it commonsense 
pricing. This approach is based on the very practical observation that the value 
of a product or service cannot be determined solely on the basis of cost. If costs 
were the only price factor, railroads would be charging about as much for hauling 
a carload of coal as for a carload of copper ingots. Telegraph companies would 
charge the same rate for a night telegram as for a day telegram. 

This follows the line also taken in recent years by the Budget Direc- 
tor, Mr. Stans, when he was Deputy Postmaster General. Mr. Stans 
has testified before this committee that the discount for deferred serv- 
ice for second-class mail should be 50 percent. 

We are most concerned about what has happened to the Postal 
Policy Act of 1958. Testifying before you, the Post Office properly 
uses this act to justify an increase for the preferred treatment given 
first-class mail. But regrettably, the same Postal Policy Act has not 
been followed either by the Department or by Congress insofar as 
total Post Office accounting is concerned. The act lists the various 
items which Congress said should be considered as public service cost. 
When the Department first presented its estimate of these costs to the 
Congress in 1959, it used the sum of $172 million as an estimate of the 
usual public service governmental cost of running the Department. 
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Neither the Appropri: itions Committee of the House nor Senate ac- 
epted this figure. Instead, $37 million was considered as public 
service cost. This year the sum allowed is $49 million. We believe 
the public service cost of running the Department is very much closer 
to A ie original Post Office estimate of $172 million than to the $49 
million allocated this year. Some estimates have gone as high as $270 
million. 

We do agree in principle with the new emphasis the Department 
is placing on pieces, rather than on weight. For the first time, 
the Department is recognizing that it is pieces that count, and not 
weight. Bearing this out, the. Department's 1959 Cost Ascertainment 


Report shows that it cos 


1.04 cents to handle one piece of first-class mail; 

5.25 cents to handle one piece of second-class mail; and 

3.99 cents to handle one piece of third-class mail. 
And these figures assume all pieces were handled exactly the same, 
which is just not the case. And once again no real consideration has 
been given to the tremendous amount of work second- and third-class 
mailers do in preparing the mail for shipment and delivery. 

The dramatic impact of the importance of pieces in relation to 

weight is demonstrated by the fact that the average per piece weight 
of the various classes of mail is as follows: 


Ounces 


With all the attention paid for years to weight, the average single 
second-class piece weighs 12 times as much as a piece of first-class— 
but it costs the Department only slightly more, based on their own 
accounting, to handle one piece of second-class mail, assuming first- 
class service—which, of course, is not the case. 

In the future, we hope the Department will continue to study the 
cost per piece, and will reevaluate the cost ascertainment report insofar 
as it has historically given undue importance to weight. Weight has 
been the prime consideration, as shown by continued requests, up to 
now, for additional pound rates for second-class mail. 

Right now we’re paying substantial rate increases based on weight, 
when it appears that the increases should have been based on pleces. 
This is underscored by the very interesting statement of Assistant 
Postmaster General Gillette which appears on page 14 of the testi- 
mony he gave to this committee: 

The inequity of present zone-rate charges arises from the fact that weight 
and length of haul are the major factors influencing computation of postage, 
whereas the handling of pieces of mail is the principal cost determinant. Ex- 
penses per pound of mail rise very sharply as the number of pieces in each pound 
Increases, 

Revenues, however, are only moderately responsible to increases in pieces 
since postage is computed by weight, except for the very lightest publications 
which are governed by minimum postage charges. Although these minimum 
charges avoid a greater imbalance in cost coverage, a disproportionate share of 
total expenses falls on the heavier weight publications. [Emphasis supplied.] 

Members of our association, mostly small trade and industrial jour- 
nals, as a class, based on the post: ge we pay, pay our own way, without 
computing any discount for deferred service. 
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As the Postmaster General said, we are currently undergoing “sub. 
stantial rate increases.” One took effect last year and another this 
year. The third increase goes into effect in January 1961. Besides 
these three increases, we had a series of three more starting in 195], 
It is now June 1960. At this late date in the present Congress, the 
Department enunciated a new policy and requested additional rate 
increases, adding to those we have already had and will take next 
January. And in the middle of these very hearings, the Department 
changed its position. 

These requests are made at a time Congress is also considering 
postal salary increases. There are stories in the newspapers that 
unless postal rates are raised, postal salaries cannot be increased, 
We respectfully submit that this is just as unfair to the users of the 
mail as it isto our postal employees. The Post Office is a Government 
department. Postal workers should be paid based on their duties 
and on their performance. They should not be paid in relation to 
rates. To avoid any possibility of linking up these two unrelated 
matters, we hope Congress will sometime legislate to the effect that 
postal salary and postal rate increases should not be enacted during 
the same Congress. 

The proposals the Department has now presented emphatically 
change the approach of past years. They are so important that they 
require the ull consideration of the Congress, publishers, and the 
general public. 
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For years, increases have been based on weight. For the last 5 
years, a discount for deferred service has been calculated. This 
year—and as far as we can see, we agree with it—the Department is 
pinpointing pieces. Yet this approach will affect different users dif- 
ferently. If lightweight pieces are the problem, why then surcharge 
heavier pieces? Maybe a higher minimum per piece should be con- 
sidered. In view of these new considerations, what useful purpose 
‘an be served by rushing into a second-class increase now, basing it 
on a newly enunciated principle. And this at a time when 60 percent 
have had what the Postmaster General terms “substantial increases” 
since 1961, with the last one not yet in effect. Moreover, because of 
the Department’s change of position, 40 percent won’t be increased 
by this bill before you anyway. 

Therefore, we see no justification at this time to telescope a surtax 
of one-half cent a copy on top of another increase already budgeted 
for the affected 60 percent to begin January 1, 1961. 

Since members of our association, as a class, are paying their way, 
and since we budgeted one increase for the year 1959, another took 
effect January 1, 1960, and another is to go into effect January 1, 1961, 
we respectfully request the committee to defer any further action on 
second-class rates affecting us at this time. 

Thank you, Mr. Chairman, and members of the committee. 

The Cuairman. Are there any questions / 

Mr. Rees. You exhibited that magazine a moment ago. I think it is 
Pulp and Paper. Is that a controlled pubiication magazine ? 

Mr. Baaxer. No, sir; it is a paid circulation magazine. 

Mr. Rees. What does it cost to send that magazine? What do you 
pav for sending it from San Francisco to New York ? 

Mr. Baaxr. We paid, based on an average, 7.6 cents a copy for the 
first five issues this year. I measured the first five issues. 
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Mr. Rees. You can send that across the country for 7.6 cents? 

Mr. Baaxe. It would cost more than 7.6 cents to send it across the 
country, but the average for all copies is 7.6 cents. The Post Office 
average for second class is 5.31 cents per piece. 

Mr. Rers. You are not complaining about that being too much, 
are you Y 

Mr. Baake. Sir? 

Mr. Rexs. You do not think you are paying too much for that ¢ 

Mr. Baaxe. Iam not complaining about it. All Iam saying is that 
we pay our fair share. 

Mr. Rees. And you do not want to be subsidized ¢ 

Mr. Baaxe. No, sir. 

The Cramman. Are there any other questions? Mr. Foley. 

Mr. Foury. I just wanted to ask the same question of you, Mr. Baake. 
The 166 publications are produced by how many publishers? 

Mr. Brarp. About 65 houses, Mr. Foley. 

Mr. Baake. Sixty-five publishing houses. 

Mr. Forry. Thank you very much. 

The Cuarrman. Mr. Lesinski. 

Mr. Lestnsxt. Mr. Baake, I believe your statement has emphasized 
come of the problems that we have before the committee. Do you have 


any suggestion as to what the Department may do to cut the cost of 


operations 4 
Mr. Baaxr. We have through our organization many times con- 
sulted with the Department. We feel that, basically, they are not 


| getting enough money for first-class letters for the facilities there 


have to be handled first class, and bear in mind that most of the users 
of first-class mail are business organizations like ourselves. 

We do not feel that the deficit of the Department is as great as it 
shows up because of the public service aspects which have not been 
appropriated by the Appropriations Committee. We commend the 
Department, of course, on its continued study of new methods of 
handling pieces of mail and getting the mail through. They are 
making some great strides and I think they are going to be able to 
get ahead of their problems in a few years. 

Mr. Lesinsxt. The reason for my question is, No. 1, do you presort 
and rearrange your mailings for the respective city and town and the 
route 

Mr. Baaxr. Yes, sir. We take a bag of magazines, say pulp and 
paper. If there is enough to fill a bag to go to Chicago, it is in a bag 
already addressed for Chicago, for Corvallis, Oreg., or wherever the 
pulp or paper mill that it is going to is located. It is already in a 
bag marked and tied and ready to go on the train. 

Mr. Lesinsxi. Your distribution is not large enough so that you 
could sort according to the various zones and routes? 

Mr. Baake. Within the cities? 

Mr. Lesitnsxt. Yes, sir. 

Mr. Baar. We are adding zone numbers to our address stencils 
as fast as we can, as fast as we can get them. Most of our publications 
would be 10 or less within a given zone and the Department does 
not want them tied. They want 10 or more tied separately by zones. 

Most of our publications have circulations within a given zone which 
would not have enough to have us tie them out that way but we 
would add them to the address stencil. 
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Mr. Lestysxr. Would it not be cheaper for the Department to 
handle all mail, yours included, so that the mailer himself woul 
presort, all mailers, so that the Department would have a group of 
magazines to a respective post office with that group broken down to 
various routes and therefore the Department would be saved six or 
seven or eight handlings and the letter carrier would pick up that 
bundle for his route and there would be no handling down the line? 

My purpose in asking this is that many who have testified here do 
all this work and get the same rates. Some do not do the work. | 
thought if the Department introduced these regulations or Congress 
forced them to do so, it would save a lot of money. 

Mr. Baaxe. All mailers in second class have to conform to the same 
regulations. When there are five or more copies in a given town, we 
must tie a bundle of all those copies that go to that little town iy 
one bundle and put it in a mailbag designated for that State. If the 
city is large and you have a large circulation for that city, you must 
put it ina mailbag for that city and very shortly, if the circulation 
is large enough where it can be broken into 10 or more copies within 
a zone in that city, we are going to have to bag and tie them that way, 
too. 

Mr. Lesinskt. Why should you not tie them for a city regardless of 
whether there are 3 or 5 or 107 

Mr. Baakr. It gets down to tying them into too many little pieces, 


I believe. The Post Office Department is the one that decides what | 


they feel are the minimum economical breakdowns that they should 
have. They use 5 on magazines and 10 on circulars. 

Mr. Lestnsktr. My basic premise of my question was simply to save 
the Department money and to not increase the rates if possible. 

There is a correlation between the two. If the Department does 
most of the work, then the rates should be higher. If the publisher 
does most of the work then the rates should stay as they are. 

That is the premise on which I am operating, not that the rates 
should go up or down but how much can the publisher do to save the 
Department money? Maybe that aim is utopia but, if we can achieve it, 
you people will be less in the position of having to bear the burden 
of the work that the Department has to do. 

The Crarrman. Thank you very much. 

T understand you are in favor of the increase of the first-class rate. 
Did vou say that ? 

Mr. Baar. We feel that if it is necessary that that is where it will 
have tocome. We are not necessarily in favor of it. 

The Cuatrman. You would rather see the first-class rate increased 
rather than see the first- and third-class rates increased. 

Mrs. Granahan ? 

Mrs. Granauan. Did T understand you to say that you thought the 
public service factor should be considered and we should not con- 
sider the deficit ? 

Mr. Baake. Yes. 

Mrs. Grananan. I m glad that you said that we should take up the 
postal rate raise question in off years when we do not consider the 
salary increases because these two things are not tied together, as you 
so well stated. Thank you. 

Mr. Baake. Thank you. 
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The Cuamma.n The next witness is Mr. Lewis F. Gordon, Jr., vice 
president, Grizzard Advertising, Inc., 342 Peachtree Street NW., At- 
Janta, Ga. 

Mr. Davis? 

Mr. Davis. Mr. Chairman, I thank the committee for scheduling Mr. 
Gordon at this time because he is one of the outstanding businessmen 
of Atlanta. 


STATEMENT OF LEWIS F. GORDON, JR., VICE PRESIDENT, GRIZZARD 
ADVERTISING, INC., ATLANTA, GA. 


Mr. Gorpon. Thank you, Mr. Chairman. 

Based on previous testimony, I think I am a little out of context 
because my statements relate to the matter of third-class bulk rates. 

I would like to make a couple of observations if I may, before I 
start this statement. 

First of all, I hope you will not be dismayed by what looks like a 
tremendous Bible in front of you. Most of this is taken up with 
exhibits, really, for your reference. 

The Cuamman. Most of it is copies of letters sent to the chairman 
of the committee. 

Mr. Gorpon. Yes, sir. 

The second observation I make is this: I noticed, as Will Rogers 
used to say, in the papers that the Postmaster General held a press 
conference following an ad which appeared over the signature of the 
Business Mail Foundation recently. The statement in that press con- 
ference to which he gave great emphasis was the apparent dilatory 
tactics of the opponents of the increase in rate bills who apparently 
hoped to let time run out. 

I would like to assure you, ladies and gentlemen, that I am not here 
on the basis of a filibuster. I am here to present to you some reasons 
which I think are cogent, which are unalterably and unequivocally 
opposed to the increase of postal rates in third-class mail. 

The Crramman. Do you have a position on the increase in first-class 
mail or second-class mail ? 

Mr. Gorvon. Well, I did not want to take the committee’s time to 
go into that aspect of it, Mr. Murray, but it is my feeling and that of 
my organization that no bill should be reported out of this committee 
representing an increase in any class of mail until, as the previous 
witness indicated, suflicient study be given to the public service aspects 
of the Post Office Department. I had not intended to touch on any 
class of mail other than third class. 

The Cramman. Of course, as you know, the Post Office Department 
runs up a terrific deficit every year. Should that be borne by the 
general taxpayers or by the users of the mails 4 

Mr. Gorvon. Mr. Chairman, I might answer by saying that the 
taxpayers bear the cost of operating the White House, the Department 
of Commerce, the Federal judiciary system, and the FBI. 

Mr. Rees. You do not compare this with the FBI, do you? 

Mr. Gorpon. As a public service, yes, sir, Mr. Rees. It is a Govern- 
ment department. 

Mr. Rees. Third-class mail ? 
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Mr. Gorvon. No, sir. Mr. Murray asked the question, should the 
postal deficit be borne by the users of the mail or the public. 

Mr. Rees. Part of that deficit is third-class mail. 

Mr. Gorvon. I might answer you by saying that according to the 
information that I have seen, the costs of the Post Office Department 
since 1932 have risen by about 100 percent. The increase borne by 
third-class users is more than 150 percent in that period. 

I would say this is a substantial increase and one which certainly 
bears a share of the increased cost of the Post Office Department. 

Mr. Rees. I do not know what the rates are, of course, but I had 
in mind your statement to the effect that you thought that because it 
is a so-called Government service for FBI that you ought to have 
similar service for those who use the mails. 

Mr. Gorpvon. You perhaps misunderstood. I said the taxpayers 
bore the cost of other governmental services such as the postal service 
which is a service, I presume, sir, of the Government, the public 
service aspects of which, as were touched on by the previous witness, 
we do not feel are being taken into consideration strongly enough in 
the appropriations bill. We feel this, Mr. Rees: that unlike other Gov- 
ernment services a law requires the Post Office Department to account 
for receipts and expenditures. 

Mr. Davis. What you are getting at is that public service functions 
should be paid for by the taxpayers generally whether it is in the 
FBI or the White House or the Commerce Department or the Post 
Office Department ? 

Mr. Gorvon. Yes, sir; I do, Mr. Davis. 

Mr. Rees. I thought since you used the third-class mail for profit 
and properly so, that you might be willing to pay part of that cost. 

Mr. Gorpon. Mr. Rees, we feel we are paying part of that cost now. 
We feel that the 150 percent increase represented in the increase of 
rates on third-class matter since 1932 is a substantial part of the cost, 
the increase in postal operations as I say, according to the information 
I have, having been but 112 percent in that same period. 

Mr. Lestnsxi. Mr. Chairman. 

The Cramman. Mr, Lesinski. 

Mr. Lestnsxr. Are you referring to the 40 percent that I men- 
tioned to the previous witness, that that is a public service, the 40 
percent on users of second-class mail ¢ 

Mr. Gorpon. No, sir. I am not willing to put the burden on any 
class of mail. 

I think that the overall service of the postal department, including 
the registering of immigrants, the selling of duck stamps, the migra- 
tory bird census, and things of that nature, which have no relation 
to the delivery of mail, are part of a public service which ought to be 
considered, 

Mr. Lesrnsxr. I appreciate that statement, Mr. Gordon, but I had 
specific reference to the testimony of the previous witness who said 
that 40 percent of second-class mail was given special rates, special 
consideration. That is a so-called public service. 

Mr. Gorpon. Yes, sir. 

Mr. Lestnsxi. And that those 40 percent are not paying their way 
at all and the 60 percent are. Therefore, that is a public service such 
as the things you had mentioned and therefore Congress should 
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appropriate that amount of money to a class of mail, meaning that, 
if it is a public service, it should be paid for as such. 

Mr. Gorvon. Yes, sir. That is true. 

Mr. Lesinski. Thank you very much. 

Mr. Gorvon. I seem to have gotten a little embroiled here in various 
classes with which I am not too familiar before I get into my state- 
ment. 

May I proceed, Mr. Chairman. 

The Crarmman. Proceed. 

Mr. Gorpon. Because you have heard considerable testimony from 
competent witnesses opposed to the increase in the rates on third-class 
mail recommended in bills now pending before the House of Repre- 
sentatives, I would like to base my testimony instead on both a posi- 
tive and a negative approach. 

On the positive side of the picture, and I have already indicated 
this, Mr. Chairman, I should like to point out that users of third- 
class mail, effective July 1, 1960, will have absorbed a 150 percent 
increase in the rates for that particular class of mail which is used 
as an advertising medium since 1932. The new rate bills now pend- 
ing would make the percentage increase on bulk third-class mail 200 
percent in that same period. This, gentlemen, for a service ad- 
mittedly designed and always intended as a deferred service. As I 
un certain all of you are aware, third-class mail was conceived and 
put into being to provide a sufficient volume of mail to keep postal 
empoyees profitably occupied during the daily slack periods between 
the peak loads or first- and fourth-class mails. It has always in- 
tended that third-class mail would receive deferred attention, its 
handling being entirely dependent upon the bulk of first- and fourth- 
class mail passing daily through any given post office in this Nation. 
Third-class mail users recognize this deferred handling. In the 
“Survey of Postal Rates,” published in April of this year, the Post- 
master General himself said that— 

The handling of pieces of mail is the principal cost determinant. 


The users of third class bulk mail presort by post office and tie bulk 
mail, deliver it to the post. office, eine the necessity for a postal 
pickup, delivery, and deposit, relieve postal employees of facing, sort- 
ing, cancelling, tying and quite often the sacking of the mail; and 
require of postal employees no delivery checks nor free forwarding 
toa current address. I understand that Mr. Summertield before this 
committee made some reference to “a slight increase in postal rates 
on third class mail.” JT should say, gentlemen, that 150 percent in- 
crease, no matter what is affected, is a substantial increase. This 
also in the face of services performed by mailers themselves which 
are normally performed by postal employees on other classes of mail. 

I shall shortly read to you an excerpt from a letter received from a 
retailer in Atlanta, Ga., who points out that a recent mailing piece 
which he sent to his customers took more than 10 days to reach the 
people in a 20-block area around his store. Would you gentlemen 
consider that this is deferred handling? Would you consider that 
this is the type of handling of which Mr. Summerfield speaks when 
he refers to the post office as “a business”? If, indeed, as Mr, Sum- 
merfield professes, the post office is a business, can any of you gen- 
tlemen conceive of a business which could long continue to operate 
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by covering ineflicient methods with constant increase in prices? Can 
any of you conceive of a business which would make the same charge 
for a delivery to Nome, Alaska, as it would to a suburb less than 5 
miles from its plant or branch office ? 

My company has been operating as a direct mail agency for over 
10 years. We employ approximately 125 to 150 people, depending 
upon the load on our plant, many of whom perform almost the identi- 

cal operations performed by postal employees with reference to the 
handling of mail. Let me assure any of you who have any doubt on 
this score that we are unable to cover slowdowns or ineflicient handling 
in our mail department simply by increasing prices to our customers, 

[ have also noted in reading some of the testimony which has been 

offered to this committee in support of an increase in third class rates 
a continued reference to the slight increase which can be readily ab- 
sorbed or passed on. This has generally been followed by some state- 
ment to the effect that this slight increase will have hardly any bearing 
upon the use of third-class mail. Iam a little at a loss to understand 
how such statements can be justified in the face of the impact study on 
the 1958 Postal Rate Act authorized to be made by the Department 
of Commerce and which, in fact, was made by that Department. 
Throughout that report the conclusions reached by the study are in 
direct. opposition to such broad, sweeping, and categorical statements 
as have been made by protagonists of the increase rate bills. On our 
own part, in answering this survey we very clearly and unequivocally 
pointed out the decrease in gross and net profits to our company fol- 
lowing the increase in third class postage. I cannot conceive that 
the facts and conclusions of the report of the Department of Com- 
merce study have been deliberately withheld from the gentlemen 
of Congress and yet I can account in no other way for the tendencies 
of witnesses appearing before this committee to fly directly into the 
face of the facts and make such illogical statements as have been 
made to you gentlemen with reference to the lack of significant impact 
on the users of third class bulk mail had by the increase in rates. 

To negate just such statements is really my purpose in appearing 
before you. I have here a notebook containing the original copies of 
letters addressed to your chairman, Mr. Murray, from some 70 busi- 
nessmen, the majority of whom, of ¢ ourse, operate in Atlanta although 
some other cities are involved. I say “of course” because we are con- 
cerned primarily with the people who do business in our area 

These letters were written at our instigation, We wrote and asked 
these firms what effect, if any, further increases in third-class bulk 
mailing rates would have on their businesses. Copies of these letters 
are available for each member of this committee. If you look through 
this material, you will find that these are certainly what the Commerce 
Department would label small businesses—the very category of busi- 
ness which represents the majority of users of third-class bulk mail. 
T think that it is important, gentlemen, that you observe this point. 
You see, the minimal effect of an increase of posts] rates on General 
Motors is hardly likely to be of interest to the operator of a retail drug- 
store or ret ul furniture store the bulk of whose advert ising, because of 
necessity, is in the mail. I do not make this latter statement categori- 
cally, gentlemen. Whether in major cities or in small towns, an ad- 

vertiser pays print and air media on the basis of circulation or on the 
basis of numbers of homes estimated to be reached by air media. Toa 
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corner drugstore or to a retail furniture store located in a suburb or in 
a small community, a major portion of such circulation is wasted since 
the vast majority of these people either because of income level or be- 
cause of geographical location can never be his prospects. More and 
more such businessmen are turning to the use of third-class bulk mail 
asa solution to this problem. 

Without launching into a discourse on economics, I am certain you 
ventlemen are aware that small businessmen are caught in a squeeze 
ioday between rising costs on the one hand and a price ceiling set by 
competition on the other. The costs of raw material or finished prod- 
uct. 1f the individual isa retailer, are not controllable by the small busi- 
nessman. Labor costs, whether set by minimum wage regulations, eco- 
nomic dictates of the area, or unionization, are subject to very little 
control by the individual businessman. To earn a profit today the 
one course open to him is the control of his distribution which includes 
not just delivery but sales and advertising as well. Tle must, therefore, 
seek some method of reducing the waste in his advertising—an ob- 
jective which is the same as that of any professional advertising man. 
You will see from excerpts from these letters that these small business- 
men are quite conscious of this fact; that they are finding it increas- 
ingly more difficult to justify the high cost of advertising in the mass 
media and are, therefore, turning to the more direct method of third 
class mail, 

Mr. Chairman, with your indulgence, much of this is now in print 
in front of the gentlemen of this committee and I would like to pass 
that over in the interest of time and go to just two letters that I would 
like to read you out of this 70. 

These I think, represent a true picture of the philosophy of small 
businessmen. 

The Cnamman. Very well. 

The letters may be received for the committee file. 

Mr. Gorpon. One of them is from a retail furniture owner in Algiers, 
La., with whom we have been doing business for nearly 20 vears and 
the other from a manufacturer of chenille products, in Dalton, Ga. 

These are typical of the plight in which all businessmen find them- 
selves with respect to what Mr. Summerfield calls “a slight increase” 
in postal rates. 

May 5, 1960. 
Hon. Tom Murray, 
Chairman, Post Office and Civil Service Commitiee, U.S. House of Representa- 
tives, Washington, D.C. 

My Drar Mr. Murray: I would like to protest the unwarranted and punitive 
increase being proposed for third-class mail. I operate two retail furniture 
stores on the outskirts of the city of New Orleans. Because of our location, we 
serve that portion of New Orleans which is across the Mississippi River and 
which comprises 10 percent of the population of metropolitan New Orleans. We 
have found that newspaper advertising produces no results for us, since 90 per- 
cent of the circulation is wasted, and consequently, it is necessary for us to 
use third-class mail with which to advertise to our customers, 

Any further increase in third-class rates would make it necessary for us to 
curtail our third-class mailing, and would result in a decrease in business to 
us, thus making it necessary for us to lay off several people. We employ 38 
people in our business, of which 5 are in our mailing department alone. 

While it is true that the large retail operators of furniture stores nationally 
spend 64 percent of their advertising dollar in newspaper space and only 7 
percent of their dollar on direct mail, in the case of smaller dealers (such as 
myself), operating on the fringe area of large cities and dealers operating in 
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cities where there are no effective newspapers, direct mail costs amount to 
approximately 60 percent of the advertising dollar. In my case, for example, 
third-class postage alone during 1959 amounted to more than $4,000. Based 
on our volume of $600,000 annually, you will thus see that postage alone 
amounted to 0.7 of 1 percent of sales. 


I would like to point out, Mr. Chairman, that the McKinsey report 
rather casually disposed of that point by saying $1.4 billion for postage 
or only 1 percent of gross product and four-tenths of 1 percent of 
gross national income, and this report stresses this point. 

To this gentleman from Algiers, I am sure this is terribly important 
since it represents, as he says, nearly twice that figure in his sales. 


When you compare this with the average furniture net profit of 1.44 percent, 
as determined by our National Retail Furniture Association, you can see that 
an increase of 50 percent in this postage rate from 2 cents to 3 cents per mailing 
would consume a vast portion of our small profit. 

We would like to point out that in our case we receive very inferior service on 
third-class mail, and in many instances find third-class mail laying in post offices 
undelivered after our sales event has already been completed, resulting in a 
complete loss, not only of the postage but in the cost of the mailing piece. 

Should the third-class mailing reach a point too close to the cost of first- 
class mail, we would be forced to use first-class mail and screen our mailings, 
which would result in an increased burden on the first-class mailings, so that 
the Postal Department eventually would gain nothing from such an increase, 


We do not necessarily share the sentiments regarding the han- 
dling of third-class mail since we believe it to be on a deferred service 
and justly so. 

I have one more letter from a chenille manufacturer in Dalton, Ga. 


We manufacture bedspreads, rugs, carpeting, and bathmats which we sell 
by mail direct to motels and hotels exclusively by mail. 

We employ 8 to 12 people depending on the season. Our busiest time is in 
the spring. We have been in business since 1950. 

We must sell our goods by mail because the individual volume of purchases 
by a motel or hotel is too small to permit a salesman to earn a decent salary, 
A motel buying a dozen or 2 dozen spreads will not reorder for 4 to 6 years. 

We have tried using salesmen and distributors over a period of many years 
but the results have been poor. 

We are writing you, sir, because of the pending bills in Congress to increase 
the rates for third-class mail which we use very heavily. We honestly believe 
that the one-half-cent increase going into effect July 1, 1960, is just about the 
straw that breaks the camel’s back. 

We have had to cut down on personal drawings and all expenses because 
of poor business. There are two sides to the so-called postal deficit. A con- 
siderable amount of labor is spent to prepare third-class mail for the post 
office. We have checked delivery time around the country and have found 
that it takes from 1 week to 1 month to get our mail delivered to the addressee. 

Surely, Mr. Murray, all third-class mail fills a gap in the operation costs 
of the post office. In the fall season when our business is slow we offer big 
discounts to get business. 

Automation is putting the economic squeeze on the small businessman. We 
haven't the money to buy the machines that make bedspreads and rugs almost 
automatically. 

Most of our help has been with us for as long as we are in business. They 
are too old to find new jobs. They are all right for us because we use small 
hand machines to make goods but they certainly won't fit into a fast-moving 
automatic operation. 

Truthfully, Mr. Murray, further increases in third-class mail will hurt us 
very badly. We must use it to stay in business. If we cut down our mail 
we cut down on our volume. With high fixed expenses, we can’t stay in 
business unless we maintain a certain volume of business. 


Mr. Murray, as I said at the outset, my purpose in coming here and 
asking your time was to point out to you that any report, and I say 
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this as categorically as the reports make the opposite statement, any 
report that purports to inform you that there is no impact on the 
ysers of third-class mail by an increase in rates is not in keeping 
with actual facts of the matter. 

I think that a perusal of some of these other letters, Mr. Murray, will 
indicate to you the diverse nature of the businesses affected and the 
amount of the effect. 

[ would like to thank you, lady and gentlemen, for your time. 

The CuarrmMan. Are there questions 

Mr. Rees. Did I understand you to say that you believe that you 

are paying the Government for all the services it is rendering you in 
your business 
“ Mr. Gorvon. No, sir. I do not believe I said that, Mr. Rees. What 
[said was that we feel that the increase in third-class rates has been a 
substantial one since 1932 in the face of a lower percentage increase in 
vostal costs. 

We feel that, before an increase should be enacted, some considera- 
tion should be given to the other side of the picture, that some thought 
be given to the fact that the Postal Department, of all the Government 
services, is the only one required by law to establish an accounting 
between receipts and expenditures, the receipts for which are not part 
of the Department’s budget, and that if these things are taken into 
consideration and the Post Office viewed as a service of Government 
and as a profitmaking or even break-even business that there perhaps 
would be some reason for reconsidering bills to increase any postal 
rates. 

Mr. Rees. I wanted your opinion. You do not want this committee 
to believe that you-are paying for all the service you are getting as a 
third-class mailer, surely. 

Mr. Gorpon. Mr. Rees, if you want to pin me down I believe we are. 
I believe that the amount of work that 1s done to prepare third-class 
mail to avoid 

Mr. Rees. I just want your opinion. 

Mr. Gorpvon. Yes, we are. 

Mr. Rers. You do not want to be subsidized ? 

Mr. Gorpon. No, sir; and I do not think we are, Mr. Rees. These 
are yours, Mr. Murray. If I may, I will leave them on the table. 

The CuatrmMan. Judge Davis. 

Mr. Davis. I would like to compliment Mr. Gordon on the very 
factual statement which he has made and to say that I appreciate the 
pains which he has taken in preparing all this material. 

Mr. Gorpon. Thank you. 

The Crarrman. The next witness is Mr. Gibson McCabe, president 
of Newsweek, Inc., New York City. 


STATEMENT OF GIBSON McCABE, PRESIDENT, NEWSWEEK, INC., 
NEW YORK, N.Y., ACCOMPANIED BY F. E. DAVIS, VICE PRESI- 
DENT, DIRECTOR OF OIRCULATION; AND T. 0. DARRIGAN, ASSIST- 
ANT TREASURER, NEWSWEEK, INC. 


Mr. McCasr. Mr. Chairman, my name is Gibson McCabe. I am 
president of Newsweek, Inc., and publisher of Newsweek magazine. 

The gentleman on my right is Mr. Davis, our circulation director, 
and to my left is Mr. Darrigan, our assistant treasurer. 
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I am appearing here today to speak very briefly about H.R. 11140, 


a bill to increase postal rates. 

May I say that, to my knowledge, this is Newsweek’s first appear- 
ance before any congr essional committee on this subject. May I also, 
with your permission, enter what I presume to be the standard dis. 
claimer. I am not an expert on, or an authority on, postal rates, nor 
am I qualified to debate this subject with you gentlemen. 

However, my company and I believe that, in the current matter of 
revising postal rates, a new element has been added. A m: inagement 
consultant firm, McKinsey & Co., has been retained by the Post Office 
Department to study the rate question and report their findings. 

Perhaps the one McKinsey statement that prompted Newsweek to 
appear before this committee was this one: 
neither the dissemination of magazines and newspapers, nor the financial posi- 
tion of these publications would be impaired by increases of postal rates on the 
scale proposed. 

Now, first of all, no one from McKinsey ever discussed this bill with 
anyone at Newsweek. And to say that the proposed postal rate in- 
creases would not impair our financial position is, in my View, amore 
than a little ridiculous. 

I shall attempt to demonstrate this to you ina moment. But may I 
first interject the remark that this statement reminds me of two pieces 
of Americana which occurred to me immediately upon reading the 
statement. First, as a child when someone was preparing to do some- 
thing rather drastic to me, I was told, “Don’t worry, it won't hurt a 
bit.” Second, the classic story of the boxer’s manager, “Don’t worry, 
kid, he can’t hurt us.” 

I'd like to confine my statement to two separate elements. First, an 
attempt to show you that the proposed rate increases will hurt my 
company, Newsweek. Second, a suggestion as to how this very difli- 
cult problem might be resolved, or at least have some hope of resolu- 
tion, 

First, as to Newsweek. Having read much of the testimony giveri 
before your committee in this and recent years, it was our temptation 
to provide you with many statistics. We decided, and I hope rightly, 
to spare you these. We further decided to furnish you in this state- 
ment with just one set of figures, our annual aver: age earnings for the 
past 4 years, and the impact of a further rate increase on those earn- 
ings. 

Parenthetically, if you have any questions along the statistical line, 
we will try to answer those but this is the one I wanted to give you 
because it seemed to go to the heart of this McKinsey statement. 

From 1956 through 1959, inclusive, our average earnings were ap- 
proximately $700,000, per year after taxes. This is our ‘best 4-year 
consecutive average. Last year, our best year I might add, our annual 
statement. reported earnings of $975,000 after taxes. 

The impact of the proposed rate increases on Newsweek for 1961 
would be about $742,000 before taxes, or about $356,000 after taxes. 
A reduct ion of our net profit, after taxes, from our best ear nings year 
of almost 37 percent, and more than 50 percent from our average from 
postal increases alone. And McKinsey & Co. says that the proposed 
rate increase would not “impair our financial position. 
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So Newsweek’s position is simply this: the proposed rate increases 
would definitely impair our financial position. Our other costs are 
constantly increasing, but this proposed postal increase for 1961, a 
total increase of about 85 percent from 1960 to 1961, is far out of line 
with other increased costs which we must be prepared to face. 

Newsweek is prepared, as I believe all other magazine publishers 
are, to discuss the proposition that the new rates will not be harmful. 

Our four principal cost factors are, for the purposes of simplicity, 
the four P’s: People, printing, paper, and postage. I assure you that 
we anticipate no such other increases in people, printing, and paper, 
as the 35 percent postage increase this bill indicates for us for 1961. 

Parenthetically, let me say that I do not believe these increases can 
be passed on to subscribers and advertisers, as McKinsey & Co. would 
have you believe. Our subscription prices are carefully tested and 
retested to the point that we believe we have a pretty good idea about 
the demarcation of the line of diminishing returns. We know that 
advertisers are resisting price increases, particularly on a cost per page 
per thousand basis, to a point where we are extremely concerned as to 
the possibility of passing along our increased costs to our advertisers 
in the form of increased basic advertising rates. To imdicate that 
acceptance of such increase in rates is not only possible but probable 
is an indication of the superficiality of the report from McKinsey & 
Co. I’m reminded again of the boxer’s manager, “Don’t worry, kid, 
they can’t hurt us.” Everlasting increases in basic advertising rates 
‘an hurt us, I am convinced. So there is our first point. We believe 
that increased postal rates will hurt Newsweek. And [am sure that 
you have heard the same story from many other witnesses who have 
appeared before you. 

The great argument as to whether the Post Office is a business or a 
service has been argued, pro and con, convincingly, by many. I shall 
not offer our own arguments, because I believe you would know them 
in advance. Cost ascertainment, public service aspects of the postal 
service, efliciency, and so on, can be presented on one side or the other. 

But now I would like to come to my second point—a suggestion, if 
you will. It seems to us that each witness who comes before your 
committee has a special point to plead. (Let me make it clear that 
our own position is not only against the proposed rate increases, but 
against accepting the McKinsey report that these increases would not 
impair the financial position of publishers. ) 

Newsweek suggests that in an effort to get. at the heart of the matter 
you appoint a commission, if this is feasible, represented by all inter- 
ested parties: the Post Office Department, the publishers, the third- 
class mail users, the public (and here I would suggest outstanding 
citizens with only public interest at heart) and any other groups you 
might name. Their broad recommendations would, Iam sure, aid you 
in forming your own decisions as to how to proceed. I realize that 
a somewhat similar group, the Citizens Advisory Council, did make a 
report in 1957. However, it is our belief that a new attempt along the 
same lines could be most constructive. 

Coming back once more to Newsweek's position, I can only add that 
the rules of the game seem to be changing very swiftly—so swiftly, in 

fact, that publishing enterprises, built over the years on one set of 
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rules, from a postal philosophy, are hard put, if not impossibly put, to 
adjust themselves to the new rules. 

The Cuarrman. Thank you very much. 

Are there any questions / 

Mr. Rees. As I understand it, you do not want to be subsidized in 
your business; is that correct 4 

Mr. McCasne. That is right. 

Mr. Rees. What share of your magazines are sold through the 
mail 

Mr. McCane. You mean subscriptions 

Mr. Rees. What percentage of Newsweek goes through the mail? 

Mr. McCase. Eighty to eighty-five percent through the mails. 

Mr. Rees. There is only about 25 percent on the newsstands? 

Mr. McCaner. Oh, I did not understand your question. 

It is about 88 percent subscription and about 12 percent newsstand. 

Mr. Rees. About 88 percent through the mail 

Mr. McCase. That is correct. 

The Cuarrman. Is that 88 percent to individual subscribers or does 
that include sending the newsstand magazines in bulk? 

Mr. McCane. No; that is to subscribers. 

The Cuamman. What is your total subscription list, if you care to 
divulge it? 

Mr. McCasze. Surely. Our total net paid for the first quarter is 
1,354,000. 

Mr. Rees. You do not want the Government to subsidize your 
business, is that correct ¢ 

Mr. McCane. No, sir. 

Mr. Rees. You think you are paying your way now ? 

Mr. McCase. I have an idea we are coming pretty close. 

I was very much interested, incidentally, in the conversation with 
one of the previous witnesses and the interest that I saw here on the 
part of your committee on this second point of this suggestion as to 
forming a group. Whether it is a subcommittee or whether it is an 
outside group, I think we would have to leave up to your own good 
judgment, but it seems to me that there are so many figures thrown 
around by people with real interest, whether it is the Post Office 
Department or third-class mail or second-class mail users, the whole 
problem becomes extremely confusing and I think that some clarifica- 
tion of that prior to having rates proposed by the Post Office Depart- 
ment and then having everyone defending or attacking them would 
certainly simplify the procedure. 

Mr. Rees. What percentage of your total operation is postage cost ? 

Mr. McCase. This year it will run around 9 percent. 

Mr. Rees. Nine percent for postage ? 

Mr. McCase. Yes, sir. 

The Cuamman. Thank you, gentlemen, very much. 

The next witness is Mr. William H. King, coordinator of audiovisual 
materials, National Education Association of Trenton, N.J. 

Mr. King? 
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STATEMENT OF WILLIAM H. KING, STATE DIRECTOR OF AUDIO- 
VISUAL EDUCATION, NEW JERSEY STATE DEPARTMENT OF 
EDUCATION 


Mr. Kine. Mr. Chairman and members of the committee, my name 
is William King, and I am in charge of the audiovisual programs of 
the public schools of the State of New Jersey. However, I am not 
appearing before you today as a representative of the State of New 
Jersey, but rather as the national legislative chairman of the Depart- 
ment of Audiovisual Instruction of the National Education Associa- 
tion. This is a branch of the National Education Association and we 
have approximately 5,000 members representing all of our States. 
These people represent elementary schools, high schools, colleges, and 
universities. There are some people like myself who represent State 
departments of education. 

I believe, Mr. Chairman, that you have received a copy of the testi- 
mony that we would like to present and, if it would be agreeable to 
you to copy this into the minutes rather than my reading it, I would 
like to highlight it to save your valuable time. 

The CuarrMan. That will be satisfactory. It will save us time. 

The House is already in session. 

Mr. Kine. I realize that you are pushed for time. 

The CrairmMan. Your statement will be included in the record at 
this point. 

You may elaborate as you see fit. 

(The statement follows :) 
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STATEMENT BY WILLIAM H. KING, STATE DIRECTOR OF AUDIOVISUAL EDUCATION, 
New JERSEY STATE DEPARTMENT OF EDUCATION 


Mr. Chairman and members of the committee, my name is William King and 
I am in charge of the audiovisual programs of the public schools of the State 
of New Jersey. However, I am not appearing before you today as a representa- 
tive of the State of New Jersey, but rather as the national legislative chairman 
of the Department of Audiovisual Instruction of the National Education Asso- 
ciation. Our organization has over 5,000 members with members in each 
of our 50 States. 

Most of our members are administrators or teachers in the elementary 
schools, high schools, colleges, and universities. A few of our members repre- 
sent State departments of education. Each of our members is charged with 
a responsibility of helping teachers to improve the quality of instruction in 
his institution. He tries to do this by helping teachers select the best materials 
for the work being taught and by doing everything possible to insure correct 
utilization of these materials by the classroom teacher. We feel that our work 
is vital. 

The classroom teacher of today needs and uses many instructional materials. 
These instructional materials, films, filmstrips, ete., are not entertainment. 
These are materials designed by educators specifically as teaching materials. 
They are a part of the curriculum of the modern classroom. 

In some cases school systems are able to buy and have in their own iibrary 
some of these materials. In most cases, however, materials are borrowed or 
rented from outside sources. Most of these materials secured from these out- 
side sources are mailed to the school and returned, by mail, from the school. 
It is natural, then, that we are very much concerned with anything which is 
going to increase postal rates on these instructional materials used by classroom 
teachers, 
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Mr. Chairman, I have in front of me two examples of these kinds of instruc. 
tional materials, a 16-mm. educational motion picture and a 35-imm. filmstrip, 
You will note that each of these teaching tools is encased in a mailing carton, 
A motion picture such as this is often sent through the mails many dozens of 
times—from libraries to teachers and from teachers to libraries. Typically, the 
person or institution using the film is required to pay the postage both ways. 
It is not unusual for teachers to pay the postage on these films out of their own 
pockets because school budgets for this purpose are often not adequate. 

In some of Our States, the State department of education provides a source 
of these materials. The State of Georgian, the State of Ohio, and the State of 
New Jersey, ure three examples of States which provide this kind of service 
to the schools of the State. These organizations provide materials to the schools, 
without charge, except for postage, and in some cases insurance. May I give 
several examples, showing how these organizations have spent money in the 
past for postage? I would like to quote from a letter received from Dr. Clyde 
Miller, the director of the Division of Audiovisual Instruction of the State De- 
partment of Education in Columbus, Ohio. Dr. Miller’s letter to me is dated 
May 20, 1960. Dr. Miller states: 

“Schoois that borrow films from us are required to pay the postage both ways. 
This amounts to approximately $10,600 per year. 

I asked Dr. Miller whether or not he could estimate with any degree of 
accuracy the viewing audience who are served by these shipments. He states: 

“The total attendance of students in all classrooms where these materials 
have been screened, studied, and integrated as a part of the curriculum are 
totaling over 20 million students per year. We have almost 2 million students 
in the schools of our State and they are viewing an average of 10 films per 
student.” 

I wrote to Mr. Garland C. Bagley, the director of the A—-V Services for the 
State Department of Education in Georgia and I asked Mr. Bagley if he would 
give me figures concerning the amount his department spends for postage. In 
his reply, dated May 19. 1960, Mr. Bagley points out that between $28,000 and 
$30,000 is being spent each year on postage for educational films distributed by 
his library in the State of Georgia. Let me quote Mr. Bagley: 

“With a fixed budget that is threatened to be cut in view of decreasing State 
revenues, an increase would more than double the present amount of postage 
and would greatly jeopardize Georgia’s A—-V program. With this increase on 
library materials and educational materials affecting the field of education 
more than any other group, we would like to urge that no increase in postal 
rates for these materials be made anytime in the near future.” 

In the State of New Jersey, the State museum distributes films and other 
materials to schools of the State. In 1958-59, 84,346 shipments were made to 
schools. The amount spent for postage was $1,121. The viewing audience served 
by these materials was 3.476.717. Similar figures are available for other 
years. 

While it is true that these three States represent States with organized film 
programs, other sources also distribute materials to the schools. In the State 
of New York, Syracuse University provides many materials to the schools of 
New York and surrounding States. These materials are rented to the schools. 
In addition to the rental charge, the school or school system pays the postage 
both back and forth. 

Dr. Don Ely, the director of the A-V Center at Syracuse University, provided 
the following statistics in a letter to me dated May 20, 1960: 

“In 1958-59, the Educational Film Library Service of Syracuse University 
spent $3,650 for postage. In 1959-60, we spent $4,470 for postage. In addition, 
the A-V Service Division of our A—-V Center (the service to faculty members 
of our university) has spent $341 in 1958-59 and $525 in 1959-60.” 

Dr. L. C. Larson, the director of the A-~V Center at Indiana University, stated 
ina letter of May 17, 1960, as follows: 

“Our center’s approximate annual expenditure for postage on outgoing film 
shipments is $6,500. An equal amount of postage is paid by film users when 
the film is returned.” 

Dr. Larson further stated in his letter : 

“Any increase in postal rates would mean simply that funds currently avail- 
able for educational materials and services would have to be reduced in the 
amount of a postal increase. It seems highly unlikely that we, or any other 
educational agency, would find it possible to obtain additional appropriated 
funds to defray increased postage expense.” 
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Even a sinall institution, at least small by comparison to the others men- 
tioned, Montclair State College, in Montclair, N.J., spent $455.84 for postage in 
1958-59. The Montclair Film Cooperative Library, a lending service to schools 
in the surrounding area, spent $331.42 from April 1959 through April 1960. 

I was interested in finding out what a community spends for postage. I 
contacted Mr. Paul Novello, the A-V director for the Elizabeth, N.J., public 
schools. Elizabeth is a community in Metropolitan North Jersey with an average 
daily enrollment of 13,492 pupils. It is not one of our smaller school systems nor 
is it a large school system. In 1958-59, the Elizabeth public schools actually 
spent $435.51 on postage. 

Thus far I have been describing State, university, and other kinds of nonprofit 
film distribution agencies. There are in this country a number of commercial 
film libraries whose business it is to distribute such materials to our schools. 
One of the largest commercial distributing agencies for instructional films is 
Modern Talking Picture Service, Inc. I wrote to Mr. George G. Lenehan, the 
vice president of Modern Talking Picture Service, and asked him if he could 
render any kind of statistics to indicate what schools were actually spending 
for postage on materials distributed by his company. I would like to quote from 
his letter to me of May 18, 1960: 

“I’m listing in this letter the number of shipments made by the libraries of 
Modern Talking Pictures Service in the United States to our schools. 

“I’m also listing by year the amount of postage involved in these shipments. 
This amount includes the outgoing postage from our libraries and the return 
postage from the schools. As it’s our practice to bill the postage to the users of 
the film, this entire amount represents the cost to the various schools using 
our services during the period checked. 

“In 1957, 386,400 shipments were made to schools via the book rate, parcel 
post ; in 1958, 401,900 shipments ; while in 1959, 411,700 shipments were made. In 
1957, $96,600 was spent on postage by the schools. In 1958, this amount increased 
to $100,500, while in 1959 the amount has increased to $102,900. We estimated 
these postage charges on an average shipment of 9 to 10 pounds and an average 
cost of 25 cents per round trip. 

“In some schools the A-V budgets are so limited that the amount of postage, 
even under the existing rates, is a strain on the budget and we also know that 
in some instances the individual pays these amounts out of his own pocket because 
of the shortage in the school budget. 

“We consider that any increase in these rates would create a hardship for 
any school and might even deprive some of them the benefits that are accruing 
through the effective use of A—V aids.” 

Statistics like those given above could be repeated over and over again for 
many schools throughout the United States. I do not have any figures showing 
an average expenditure by an individual schoolbuilding, but I feel sure that al- 
most all schools spend some money for this purpose. According to the Office of 
Education Publication 20,006 released in October 1959, there are 1,285,552 class- 
rooms in our country during the 1959-60 school year. If every one of these class- 
room teachers spent only $5 a year for postage, I’m sure that members of the com- 
mittee can see that we are talking about a sizable amount of money. If these 
materials have value, and we sincerely believe that they do, then anything 
which is going to deprive the classroom teacher of good instructional materials 
is going to be detrimental to the educational program in our schools today. 

As chairman of our organization’s legislative committee I have been receiving 
letters and telegrams from our members in all parts of the country expressing 
their great concern over section 8 of H.R. 11140 and the obvious ill effects it 
would have on our schools should this legislation become law. 

For example, Mr. S. A. Festa, president of the Department of A-V Education 
of the North Carolina Education Association, has expressed his feeling that it 
is essential that this portion of H.R. 11140 be eliminated. 

Dr. James E. Harbin, president of the Florida A-V Association, has stated 
that this legislation, if passed, “will severely curtail further developments” of 
the Florida instructional materials program. 

Others who have written to me expressing their own similar views in opposi- 
tion to section 8 of H.R. 11140 inelude : 

Mr. W. C. Rochelle, Jr., president of the New York State Audio-Visual Council, 

Mr. H. E. Thorne, president of the Audio-Visual Instruction Directors of 
Pennsylvania. 

Dr. Russell McDougal, president of the Audio-Visual Instruction Directors of 
the State of Indiana. 
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Dr. Ford L. Lemler, president of the Michigan Audio-Visual Association. 

Mr. Verne Stockman, president of the Illinois Audio-Visual Association. 

Mrs. Pauline D. Smith, president of the Georgia Audio-Visual Education asso- 
ciation. 

Mr. Chairman, I have taken much of the committee’s time in an effort to show 
that those of us interested in the use of A-V materials are opposed to this in- 
crease in the postal rate. We are not from any one section of the country or 
from any one type of institution, but rather represent the elementary schools, 
the high schools, and the colleges and universities. We are very much con- 
cerned that any increase in postal rates on instructional materials is going to 
have a detrimental effect on education. The costs of education are increasing 
and we certainly hope that your committee will reconsider section 8 of H.R. 
11140 concerning educational and instructional materials. 

We know that Congress has gone further than previous Congresses in aiding 
education this year and we feel that because Congress in appropriating money 
to pay for the deficit caused by the mailing of instructional materials looks 
upon this as public service and because the proposed budget includes an item 
in excess of $19 million to continue to pay for this deficit, we feel that it is the 
will of Congress to continue to provide this kind of public service effort to the 
citizens of our country. 

I appreciate the opportunity to appear before your committee and, to the best 
of my ability, I will try to answer any questions concerning the attitude of 
educators on this proposed postal rate increase. Thank you very much for 
your attention. 

Mr. Kine. I think there are just two or three things that I would 
like to say. 

First of all, we are talking here about instructional materials. We 
are not talking of entertainment materials: we are talking of mate- 
rials that the classroom teacher uses as a part of her regular teaching. 

Many of our schools have some of these materials on hand. Many 
others have to come from outside sources. They come from State 
organizations, they come from colleges and universities, they come 
from commercial houses. These come through the mail. 

I have here an example of a 10-minute sound film and the type of 
container in which it is mailed. Here is a filmstrip and the mailing 
container for this filmstrip. Under the old rate, the preferred rate 
that we have been privileged to have, we have paid 4 cents for the 
first pound and 1 cent for each succeeding pound. Under the pro- 
posed increase under section 8, we are now being asked to pay 5 
cents for the first pound and 3 cents for each succeeding pound. 

We know from our figures that the average shipment to our schools 
runs slightly in excess of 6 pounds, which, if my arithmetic is correct, 
comes to about a 122-percent increase. 

You ladies and gentlemen, Members of this Congress, have been very 
much in favor of education. You have done many things to help us 
and it seems rather a contradiction to turn and put an additional 
financial burden on the schools, particularly with something which is 
affecting the individual classroom teacher. We would like to urge 
that at least a reevaluation or reconsideration be given this section 8. 

We would like to point out the fact that the Appropriations Com- 
mittee has appropriated in this present Congress $16 million in order 
to make up the deficit, considering this as a public service. We un- 
derstand that both the House and Senate Appropriations Committees 
have appropriated $19.4 million for the next year, which seems to 
indicate that it is the intent of Congress to continue this kind of public 
service to education. 
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We appreciate the opportunity of being here and of presenting these 
facts. We have letters and statements by others and I do hope that 
you will take the time to look over some of them. 

I am sorry that Judge Davis left because I was interested in the 
letter on page 3 of my testimony from Garland C. Bagley, the director 
of the State Department of Education in Georgia, in which he states 
that with a fixed budget that is threatened to be cut in view of decreas- 
ing State revenues, an increase would more than double the present 
amount of postage and would greatly jeopardize Georgia’s audio- 
visual program. 

We have similar cases in other States. In many instances the 
classroom teacher pays these expenses out of her own pocket so that 
the children will have the advantage of these materials. 

Our plea, then, Mr. Chairman and members of the committee, is 
that you give reconsideration to section 8 under the proposed bill 
as it affects education. We feel that you have shown a great interest 
in education. You have done a great deal to help us and we hope that 
you now will not take the step “in the wrong direction. 

Thank you very much for your time. 

The Cuatrman. Are there questions ? 

Thank you very much. 

Mr. Kine. Thank you. 

The Cnarmman. The last witness today is Mr. William H. MecLin, 
assistant director, Division of Legislation and Federal Relations, 
National Education Association of W ashington, D.C. 

Mr. McLin 


STATEMENT OF WILLIAM H. McLIN, ASSISTANT DIRECTOR, DIVI- 
SION OF LEGISLATION AND FEDERAL RELATIONS, NATIONAL 
EDUCATION ASSOCIATION, WASHINGTON, D.C. 


Mr. McLry. Mr. Chairman and ladies and gentlemen of the com- 
mittee, in the interest of economy of time, may I request permission 
to have my statement entered as read and highlight one or two para- 
graphs at this moment ? 

The Cuatrman. That will be entirely satisfactory in view of the 
time element. Your statement will be copied in full in the record 
at this point. 

Mr. McLain. Thank you. 

(The statement follows :) 


STATEMENT BY THE NATIONAL EpUCATION ASSOCIATION, PRESENTED BY WILLIAM 
H. McLin, ASSISTANT DrrecTor, DivIsION OF LEGISLATION AND FEDERAL RELA- 
TIONS, NEA 


The National Education Association is a voluntary organization of 714,000 
members of the teaching profession. Affiliated with the NEA are 68 State and 
territorial education associations and 7,135 local education associations. The 
combined membersship of the NEA and its State and local affiliates totals well 
over 1 million teachers, principals, supervisors, superintendents, and members 
of college and university faculties. 


General policy on postal rates 

The interest of the NEA in a bill like H.R. 11140 is twofold. First, as a 
matter of policy, the association believes there are important educational benefits 
that arise from the fact that low-cost postal service is available to educational 
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institutions and organizations. This policy was recently reaffirmed in the 
resolution adopted by the representative assembly of the NEA in its annual 
meeting heid in St. Louis, Mo., in July 1959, and reads as follows: 

“The National Education Association urges the Congress to continue its long- 
standing policy of assigning educational and cultural materials as special postal 
classification so as to assure educational institutions the full benefit of low- 
cost postal service.” 

In this connection, the association reminds the committee of the chapter 
on educational use of the mails which was prepared for the other body by the 
NEA Division of Legislation and Federal Relations for inclusion in the study 
entitled “Postal Rates and Postal Policy of the Post Office Department” 
(S. Rept. 1086, 83d Cong.). 

Secondly, the NEA and its affiliated State and local associations are nonprofit 
organizations and hence enjoy some preferential rates for second- and third-clasg 
mail. In this connection we are pleased to learn that the Postmaster General, 
by letter to the distinguished chairman of this committee dated May 31, 1960, 
has withdrawn the recommendation for increases in these rates for nonprofit 
organizations as originally proposed in H.R. 11140. 

Such increases would have been very burdensome upon the National Education 
Association, which feels compelled to maintain its headquarters in the Nation’s 
Capital, had any type of zone system of second-class rates been adopted. Aside 
from monetary considerations, however, there is another aspect of an increase 
in nonprofit second-class postal rates based upon a percentage of commercial 
rates as originally proposed in H.R. 11140 that should be mentioned. Were 
this system to be adopted, it would put educational, philanthropic, religious, and 
scientific organizations squarely in opposition to any increase in commercial 
second-class rates since a percentage of such increase would be passed on to 
them. A little sober reflection will suggest that there are some publications 
enjoying second-class mailing privileges which are not on the suggested reading 
lists customarily used by members of the types of organizations mentioned. For 
this reason we believe that a wholly separate category originally established in 
1925 setting second-class rates for nonprofit organizations should be continued. 


Section 8. Rates on educational and library materials 


Section 8 of H.R. 11140 proposes rate increases which in the opinion of the 
Post Office Department would help to bring into balance postal revenues and 
the cost of carrying mail. Although we believe that the Post Office is a public 
service and not a business, we recognize the need for some increases in postal 
rates where it can be shown that the cost of a given postal service is much in 
excess of the revenues derived from that service and no clear-cut publie interest 
in a preferential rate can be shown. We question, however, whether this is 
the case with respect to the rate on educational materials. 

The Postal Policy Act of 1958 (Public Law 85-426) makes provision for re 
imbursement from general funds in the Treasury for any revenue deficiencies 
incurred by the Post Office Department under the special rates established for 
educational materials and library materials. This is in the nature of a public 
Service appropriation. Since the sum of about $19 million has been approved 
for this purpose in the Treasury Post Office appropriation bill for 1961, by both 
House and Senate, the Congress has for all practical purposes guaranteed already 
that the Post Office Department will receive full reimbursement on educational 
and library materials through June 30, 1961. We therefore contend that the 
proposed rate increases on educational and library materials would have no 
bearing on the Post Office Department deficit for the fiscal year 1961. 

The National Education Association is pleased that the educational materials 
rate now covers educational tests, textbooks, school library books, sheet music, 
audiovisual instructional aids, and academic theses. We cannot see how an 
increase of 16 percent in rates for the transmission of such materials through 
the mail can be justified. The budgets of educational institutions, whatever 
their size, and whether of elementary, secondary, or collegiate level, are limited 
and to increase the costs they must pay for dispatching and receiving the tool 
materials they must use in their work is to cut down the amount and variety 
of such materials that they can make available to their students. 

In the case of library materials, an increase of over 100 percent in the rate 
seems unreasonable. This is of serious concern to segments of the National 
Education Association membership, particularly in the fields of rural, music, 
audiovisual, and higher education. Such an increase will work undue hardship 
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on a part of our educational system that the Congress has seen fit to encourage 
py means of funds appropriated under the Library Services Act and the National 
Defense Education Act. Another witness will discuss the impact of the proposed 
increases upon audiovisual education. 

The Postal Policy Act of 1958 (Public Law 85-426) establishing the principle of 
reimbursement from funds raised by general taxation for losses incurred in such 
public service activities as the handling of educational and library materials at 
preferential rates has been in operation only 2 years. We think the period is 
too short a one upon which to base any attempt to curtail the benefits contem- 
plated by the act through such drastic increases in these rates as proposed in 
11140. 

We therefore respectfully request that the committee delete section 8 of H.R. 
11140 so as to retain the present education and library materials rates at their 
present level. 

We appreciate this opportunity to make our views known to the committee 

Mr. McLain. On page 1 of the statement, I would like to direct. the 
distinguished committee's attention to the NEA policy statement with 
regard to postal rates. It is found in the third paragraph: 

The National Education Association urges the Congress to continue its long- 
standing policy of assigning educational and cultural materials a special postal 
classification so as to assure educational institutions the full benefit of low- 
cost postal service. 

And the next paragraph : 

In this connection, the association reminds the committee of the chapter on 
educational use of the mails which was prepared for the other body by the NEA 
Division of Legislation and Federal Relations for inclusion in the study entitled 
“Postal Rates and Postal Policy of the Post Office Department” (S. Rept. 
1086, 88d Cong.). 

Turning to page 2, Mr. Chairman and members of the committee, 
the second paragraph dealing with the possible increase in nonprofit 
rates of second-class mail, I would like to observe that were a zoning 
feature introduced into such rates a very real hardship would be 
worked upon a group such as the National Education Association 
because we feel compelled to maintain headquarters in the Nation’s 

lq 
Capital, and were a zoning-type system of rates adopted, the result 

would be most burdensome for our association. 

Aside from the monetary considerations we also feel that were the 
proposal to base nonprofit second-class rates upon a percentage of 
commercial rates adopted, we would then find the educational, scien- 
tific, religious, and philanthropic organizations, in which classification 
we belong, squarely opposed to any increase in second-class rates 
because a certain percentage of the increrse would be passed on to 
us; and I would like to observe that a little sober reflection will sug- 
gest. that there are some publications enjoying second-class mailing 
privileges which are not on the suggested reading list customarily 
used by members of the types of organizations mentioned. 

In conclusion, I would like to read the statement on page 4: 

The Postal Policy Act of 1958 (Public Law 85-426) establishing the principle 
of reimbursement from funds raised by general taxation for losses incurred in 
such public service activities as the handling of educational and library mate- 
rials at preferential rates has been in operation only 2 years. We think the 
period is too short a one upon which to base any attempt to curtail the benefits 
contemplated by the act through such drastic increases in these rates as proposed 
in H.R. 11140. 

We therefore respectfully request that the committee delete section 8 of 
H.R. 11140 so as to retain the present education and library materials rates at 
their present level. 
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We appreciate this opportunity to make our views known to the 
committee. 

The Cuatrman. Thank you. 

Are there any questions ¢ 

Mr. Rees. I have no questions. 

The Cuarrman. The committee has received the following state- 
ments for the record. 

Without objection, they may be inserted in the record at this point. 

(The statements follow :) 


STATEMENT OF CONGRESSMAN JOHN E. HENpERSON, 15TH DISTRICT OF OHIO 


I feel that the Post Office Department should be dedicated to service in the 
public interest, but in the field of commercial mailing I see no valid reason for 
it operating at a loss which must be made up by the taxpayers. It is in the 
interest of common justice that the senders, the individuals or organizations 
who receive the benefits of postal services should support these services. Further- 
more, I know of no reason why the addressees should be taxed to pay for un- 
solicited mail of this type. 

The third-class mail service has incurred a cumulative deficit of more than 
$2 billion since the end of World War II. Somebody has had to pay this. That 
somebody is Mr. John Q. Public. 

Procrastination will not cure this situation. We must look at the facts. I 
asked the Post Office Department to provide me with some dollar and cents 
facts on third-class mailings and it is upon those statistics that I base my 
remarks. The Post Office Department now loses more than 1 cent on each 
piece of third-class matter that goes into the mail. The annual deficit from 
this service is nearly $200 million. Even if the loss per piece goes no higher, 
expanding volume will carry this $200 million annual loss to even greater levels. 

As I understand one of the main issues in this rate matter, third-class mail 
users point out that they perform many premailing functions which reduce the 
cost of handling the mail. They enumerate nine services, including sorting, 
canceling, and tying-out of mail. If they did not provide those functions the cost 
to them or to the Department would be greater. The purpose of my bill and 
several similar bills is to get third-class to pay its costs. 

These services which bulk mailers perform are required as a condition for 
receiving reduced rates, and the costs which are reflected in third-class are 
correspondingly lower. If the mailers do not wish to perform these services 
they may use first-class mail and pay first-class rates. 

The point I want to make very clearly is that I favor the removal of all sub- 
sidies from third-class. My objective simply is to have this mail service pay 
its way in full. Rates should be set at a level sufficient to cover costs. The 
Department’s “Survey of Postal Rates” makes it quite clear that the premailing 
services are taken into consideration in establishing costs. 

When essentially similar pieces of mail are compared, it can be seen that the 
premailing work performed by bulk mailers is fully reflected in lower costs. 
For example, the cost allocation for lettersize circular mail is 3.37 cents each. 
The cost allocation for first-class mail, on the other hand, is 4.09 cents. This 
rather significant difference is primarily the result of the premailing work 
done by third-class patrons. 

One reason that the cost differential is not greater is that about 50 percent 
of all first-class mail is metered and bundled when it arrives at a post office. 
As in the case of third-class, this has a significant effect in lowering the cost of 
mail service to the Post Office Department. 

Another factor which tends to bring the costs for the two types of mail closer 
together is length of haul. 

About 69 percent of first-class mail is for nonlocal delivery. Of third-class, 
however, 79 percent is nonlocal. Moreover, the length of haul for third-class 
mail is half again as great as for first-class. 

Not only is there a marked difference in costs for the two classes, but the 
rate differential is considerably greater. 

Under the rate schedule I have proposed, bulk third-class mail will receive 
: nih een to 80-percent rate differential as compared to first-class. Let me 
illustrate. 
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Comparing rates under the proposals before this committee, a 1-ounce letter 
would be charged 5 cents and a 1-ounce circular a maximum of 34% cents. That 
amounts to a 30-percent concession in recognition of the premailing work per- 
formed by bulk mailers and in consideration of the deferred handling of 
circulars. 

For the same 314 cents an advertiser could send a 2%4-ounce circular or a 3- 
ounce catalog. At first-class rates, postage would be 15 cents. That is a 77- 
percent rate concession. 

At the proposed bulk-pound rates, up to 16 ounces of circulars could be mailed 
for only 21 cents. A similar quantity of first-class mail would be charged 80 
cents. That amounts toa rate concession of 74 percent. 

Mr. Chairman, I firmly believe that any objective analysis would lead to the 
same conclusions. The Post Office Department’s cost system is sound, both in 
concept and in execution. 

Similarly, the objective to secure full cost coverage from the third-class mail 
service is valid. 

I urge this committee to report favorably on a full cost coverage bill for 
third-class. It is an action long overdue. We owe it to the taxpayer to demon- 
strate that each dollar of public funds will be used in the greatest national 
interest. 

In these days of mounting international tension, I don’t believe that interest 
is served best by continuing a longstanding and costly subsidy to a vigorous 
advertising medium. 


STATEMENT OF DAvip REICHBERG, ARCINCO, INc., PASsAIc, N.J. 


Mr. Chairman and members of the committee. My name is David Reichberg, 
manager of Arcinco, Inc., an advertising agency doing business in Passaic, N.J. 

We are an agency specializing mainly in direct mail advertising. Most of our 
clients are firms selling products and services through the mail. For these 
clients we perform various functions: writing and designing catalogs and other 
literature, purchasing and supervising the printing of literature, addressing and 
mailing millions of catalogs and letters each year, maintaining records of sales 
and response, and advising our clients on how to most effectively advertise 
through the mail. 

For our clients we are currently mailing 8 million third-class letters a year. 
The postal rate increase of 100 percent on third-class mail since 1952 has caused 
us to reduce the mailing for our clients from 12 million letters a year to 8 million 
letters a year—a decrease of 33 percent. 

We can attribute the 33 percent reduction in mailing to the 100 percent increase 
in third-class postal rate because we keep a very exact record of the cost and 
response of each mailing. Although the one-half percent increase in third-class 
mail seems like a little bit, it amounts to thousands of dollars when one is 
mailing millions of letters. The additional thousands of dollars cost has made 
some mailings unprofitable and has caused our clients to reduce their mailing. 

From the sales and response records that we keep for our clients, we know that 
the response to mailing varies from 2 to 8 percent. Obviously many people are 
interested in our clients’ products and services. They are interested in the mail 
we send them. 

We know that they are more interested in our mail advertising than they are 
in our advertising in radio, television, magazines, and newspapers because we 
receive a much lower response from the other media than we receive from our 
third-class mailing. To us this means that direct-mail advertising is considered 
to be less an intrusion by public than is the other advertising media. 

We have done a considerable amount of market research to help us write and 
design more effective letters for our clients. From this research we know that 
many people enjoy receiving our letters, special offers and catalogs. In a recent 
market research study, performed by the Institute for Motivational Research for 
one of our clients, many women said that they like receiving letters from our 
clients because they were friendly and informative. In fact, many said that they 
looked forward to receiving the letters and special offers. 

From our market research we have learned that many people find it much 
easier and convenient to shop through the mail. Many people say they like to 
shop through the mail because they are too busy with business, too busy with their 
children, are shut-ins, or live in areas that are distant from major shopping areas. 
These people find mail order shopping a convenient service. 
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The 33 percent reduction in the mailings of our client, resulting from the 109 
percent increase in third-class rates, has caused a substantial reduction in ony 
profits. This has resulted in reduced taxes to the Federal and State Govern. 
ments. The reduced mailing has also caused us to discharge 22 employees. 

The 33 percent reduction in the mailings of our client has caused us to reduce 
our purchases from our suppliers. I have talked to almost all of them and they 
all tell me that they have had to make sharp reductions in their staff. Our sup 
pliers include printers, letter shop, list brokers, list owners, artists, engravers and 
photography studios. 

I know that Congress and the Federal Government are continually striving for 
national full employment. However, contrary to this policy, the postal rate 
increases have caused a considerable amount of unemployment. 

Like many other businesses, advertising agencies have to continually struggle 
to operate at a profit. Executives, writers and artists require considerable 
training to learn the procedures and problems of the client. Because of their 
training and skill, these people cannot be laid off and rehired as easily as the case 
in mass production industry. Therefore, advertising agencies have a rather 
rigid overhead. When volume and profit are reduced by 33 percent, the overhead 
constitutes a difficult, sometimes impossible burden. We cannot raise prices so 
our profits must go down when our volume is reduced. Some agencies have 
already ceased operation. If further postal rate increases are instituted, many 
other agencies will go out of business. This can only have a detrimental effect 
on our economy, 

There is one more area that I would like to discuss. Historically, third-class 
mail has been a deferred class mail and one that requires much less work from 
the Post Office Department. However, the Post Office Department recently re- 
leased a “Survey of Postal Rates” that states that third-class mail should pay 
fully allocated cost. It would appear that the Post Office Department has 
abandoned its previous decisions of applying differential pricing techniques that 
were used in establishing rates for third-class mail. This is very important to 
us. In order to fulfill the requirements of third-class bulk rate, we perform 
many extra tasks. We stamp the envelope with an indicia. We short the mail 
by city and State. We bag the mail, weigh it and and deliver it in our trucks 
to the Post Office terminal where the trucks are backed up to the freight cars 
for immediate shipping by rail. This saves the Post Office considerable time 
and labor. For these savings, there should be a large differential between 
first-class and third-class mail rates. In addition, the postal manual states that 
third-class mail can be deferred. I know from our own operation that work 
that can be deferred until it can be done during slack periods costs us consid- 
erably less than when the same work must be done immediately. Therefore, 
third-class mail costs the Post Office less to handle. The third-class mail user 
should pay a lower rate because he is willing to have his mail delivered slower. 

I'd like to sum up by saying: 

1. Third-class mail allows our firm and our clients to operate profitable 
businesses. It allows our clients to provide millions of people with useful 
services and products. 

2. From our market research study, we know that many people enjoy 
and benefit from third-class mail advertising. The high response our clients 
receive from their mailings indicates that the market research findings 
are correct. 

3. The third-class postal increase of 150 percent since 1952 has caused 
considerable unemployment in our industry. Not only in advertising agen- 
cies and mail-order firms but in the printing and allied industries. It has 
also caused some firms to discontinue operations. 

I urge this committee to hold the third-class postal rate at $20 per thousand. 
This rate is 100 percent greater than in 1952, an increase that has already caused 
great hardship in our industry. The 100 percent increase already instituted 
is enough. 


CALIFORNIA FARMER, 


Los Angeles, Calif., June 8, 1960. 
Hon. THOMAS MourRRAY, 


Chairman of House of Representatives Post Office and Civil Service Committee, 
Old House Office Building, Washington, D.C. 

HONORABLE Sirs: As a member of the Agricultural Publishers Association, 
333 North Michigan Avenue, Chicago 1, comprising 33 farm papers from several 
of whom you have heard, including President Ray T. Kelsey, of Cleveland, Ohio, 
I wish to submit the following from California Farmer, a 106-year-old semi- 
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monthly, with second-class entry at San Francisco, in support of previous testi- 
mony opposing the proposed one-half cent per copy per issue rate increase on 
second-class postage. 

Such a large and sudden increase would cost California Farmer approximately 
$15,268 more than the postage on an ABC average of 117,519 paid and free 
circulation per issue in 1959 which as $21,580, making the cost $36,848. This 
is a 70.75-percent increase in postage cost. 

The farm producers of California numbering 123,075 (U.S. census of 1955) pro- 
duced crops, livestock—in all farm production which amounted in dollars to 
$3,102,751,285. 

Economic studies have indicated that the net taxable income out of this was 
$933,800,000. 

California Farmer humbly suggests that as over 100,000 of these producers 
read California Farmer, many for many years, that this farm paper had con- 
siderable to do with this great taxable income in the publication, publishing 
information about best farming practices. 

Farm papers in general over the United States have helped to develop farm 
production to its present high producing state. 

California Farmer has spent money liberally for editors, writers, field men 
and for printing to put out a paper that is read and believed in. 

We show our appreciation of our Government’s postal service by helping its 
farmer citizens. 

Added costs for so great and sudden a postage cost increase will work a 
hardship on the publishers and their employees. 

We earnestly urge your committee to reject the present one-half cent per copy 
per issue increase at this time, remembering that three increases of 10 percent 
each are still in effect. 

Respectfully, 
J. H. Yerrer, Business Manager. 


LITTLETON STAMP Co., 
Littleton, N.H., June 2, 1960. 
Hon. Tom MurRAyY, 
Chairman, House Post Office and Civil Service Committee, 
House of Representatives, Washington, D.C. 

DreaR Mr. Murray: Thank you for your letter of May 20. Since pressure of 
work involved in hearing witnesses on current postal rate legislation does not 
make it possible for me to appear before your committee, I’m accepting your 
suggestion that I submit a statement relating to my individual business. 

I am owner and general manager of this company which retails stamps and 
coins to collectors. I started the business (which is 100 percent mail order) in 
January 1946, after serving in the Army from September 1941 to October 1945. 

Several years ago we employed 96 people. Steadily increasing expenses have 
forced me to cut back the size of my operation year after year with the result 
we now employ 35 people. Postage has always been one of my biggest expense 
items. In the past few years the rate on third-class mail has increased 100 
percent, while the cost of third-class bulk rate mail has increased 150 percent. 
This increase in postage rates is all out of proportion to increases I have had to 
absorb in other expenses. 

If H.R. 11365 goes into effect the third-class mail rate will have increased 170 
percent since I started in business, and the bulk rate third-class mail will have 
increased 250 percent. Since postage increases in recent years have already 
been way out of proportion to increases in other operating expenses you can 
readily see that these additional proposed increases have me truly alarmed. 

Passage of H.R. 11365 will not put me out of business but, based on what has 
happened in the past, I know it would certainly head me in that direction. 
I would have to make a further reduction in the size of my business, which 
would once again reduce the number of people on the payroll. Each time ex- 
penses make a sharp increase a portion of my mailing list cannot be serviced 
profitably so I have no choice but to stop doing business with this part of my 
mailing list. 

I consider the conclusions of the McKinsey Co. report, which was submitted to 
your committee by the Post Office Department, to be irresponsible and unfounded. 
I’m not going into detail on this subject as it has been thoroughly covered by 
Mr. Harry J. Maginnis, executive manager of the Associated Third Class Mail 
Users. 


Sincerely, 
MAYNARD SUNDMAN, 
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YANKEE, INC., 
Dublin, N.H., May 18, 1960. 

DEAR Mr. Murray: The proposed postal rate increases now being requested by 
Mr. Summerfield—especially those of second class—do not take into account the 
additional disadvantage which will accrue from these to the small publisher. 

For example we are in New England but our subscription list is national. 
Life prints in Chicago so zones 1 and 2 applies to the Chicago area but here in 
New England the postal rate of course is higher for them. To overcome this 
they can afford to and are building a new multimillion-dollar plant in New Eng- 
land. Thus for them the zones 1 and 2 rate becomes available not only in New 
England but also Chicago. Other large publishers can truck their copies from 
the plant and mail them for an extra $10 postal entry fee so they pay only the 
zones 1 and 2 rates also. The smaller publishers just cannot do this. We are 
already, in view of our comparatively small runs (ours is 100,000), paying a 
penalty of 3 cents a pound on paper and as much as that if not more per copy 
because our runs are not large enough to use the high speed presses. 

Since I founded Yankee 25 years ago, some 30 or 40 publications in our field 
have either ceased publication or have gone on a subsidy basis. Only a handful 
of us remain in business as independent publishers. The unwillingness of Mr. 
Summerfield to recognize this state of affairs seems to us as flagrantly undemo- 
cratic. 

I would appreciate your acquainting your committee members with this 
situation. 

Respectfully yours, 


Ross SAGENDoORPH, Publisher. 


BURSTEIN-APPLEBEE CoO., 
Kansas City, Mo., June 3, 1960. 
Howse Post OFFICE AND CIVIL SERVICE COMMITTEE, 

Old House Office Building, 
Washington, D.C. 

THE HONORABLE MEMBERS OF THE COMMITTEE: Chairman Tom Murray has re- 
quested witnesses who did not testify in person because of lack of committee 
time to supply a statement for the hearing record. 

surstein-Applebee Co. of Kansas City, Mo., of which the undersigned is 
founder and president, has engaged in the mail order sale of electronic parts, 
supplies, and equipment via catalogs regularly published for the past 33 years. 
The great majority of our customers are located in medium and small com- 
munities or rural areas and do not have local access to any of the highly 
specialized electronic parts listed in our catalogs. It would be utterly impos- 
sible to reach the many thousands of these customers by any other advertising 
medium than our specially prepared catalogs having complete descriptions and 
illustrations of more than 25,000 items of electronic parts, supplies, and equip- 
ment carried in Kansas City stock for immediate shipment on orders received 
from our mail order customers. 

Our margin of profit on mail orders is at an all-time low due to the increased 
costs, including the increase to date of 150 percent in third-class postage rates. 
The proposed third-class increases would likely force us to serve only our 
larger customers. Many thousands of small customers would likely be deprived 
of one or more of our mailings each year, which consists of a 204-page general 
catalog issued each September and four supplementary 32-page or larger flier 
catalogs issued quarterly; the purposes of these fliers being to keep our 
customers up to the minute on new developments in the electronic and as- 
sociated fields. 

Any reduction in the 1,500,000 catalogs mailed each year would result in 
an across-the-board reduction in all printing procedures, our own warehousing, 
purchasing, shipping, and general office activities. Our mail orders approxi- 
mate 70 percent of our total sales and should the rates proposed be adopted 
for third-class mail, it is quite probable that a reduction in catalog activity 
of uy to 50 percent would be immediately required. Our payroll reduction 
in such case would be from $50,000 to $100,000 a year minimum and easily 
could be in excess of $250,000. 

Research into electronics for national defense and space activities is con- 
ducted by a great many of our customers, including some who work in highly 
qualified research laboratories and the inquisitive young high school lad of 12 
to 14 years of age. From the days of Marconi the romance of wireless com- 
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munication has gathered increasing numbers of followers beginning with boys 
parely in their teens. My company has always in the past and hopes to con- 
tinue to serve the young high school experimenter for his needs in electronic 
supplies to encourage continued experimentation which, many times in the 
past, has resulted in startling improvements in the field of electronic com- 
munications. Our mail order electronic distribution service substantially con- 
tributes to the creation of future scientists so vitally necessary for our coun- 
try to successfully compete in the electronic defense and space-age race. May 
I reiterate here the fact that the experimenter in electronics cannot go to the 
average store in the average community and find there the thousands of highly 
specialized electronic items he must have to further his hobby and perhaps 
his vocation. 

It is our firm opinion that present rates on third-class bulk mailings of 
catalogs are ample and just for the service rendered by the Post Office De- 
partment, bearing in mind that we perform a substantial portion of the mail- 
ing functions that the Department performs within its post offices for other 
classes of mail. 

Thank you, gentlemen, for your thoughtful consideration of the facts set 
forth in this statement. The more than 100 employees of our company engaged 
in our mail order operation join me in the hope that your committee will not 
approve any of the proposed third-class mail increases, thereby making it 
possible for us to continue serving tens of thousands of our customers who 
have no other means of obtaining their electronic needs and to whom we have 
no other means of approach than our regularly published catalogs presently 
mailed under third-class bulk mailing regulations and rates. 

Respectfully submitted. 

M. W. APPLEBEE, President. 


INTERNATIONAL ALLIED PRINTING TRADES ASSOCIATION, 
Washington, D.C., June 6, 1960. 
Hon. Tom MURRAY, 
Chairman, House Post Office and Civil Scrvice Committee, House Office Build- 
ing, Washington, D.C. 

DeaR Mr. Murray: This letter is written in opposition to H.R. 11140, the 
current postal rate increase bill. It is written in behalf of the following inter- 
national printing trades unions, all of which are affiliated with the AFL-CIO: 

International Printing Pressmen’s Union 
International Brotherhood of Bookbinders 
International Photo Engravers Union 
International Stereotypers & Electrotypers Union 

We have made representations in the past when increased postal rates have 
been proposed in Congress. The printing trades unions here listed have con- 
sistently taken a stand against the notion that the postal deficit must be elimi- 
nated or virtually so for the mere purpose of making the Post Office Department 
self-supporting. We have sought to consider all aspects of the question and 
can find no great principle that demands elimination of the postal deficit. 

On a previous occasion we have said: 

“* * * it appears to us as if a justification for a postal deficit can be found 
in the public benefits that are to be derived from a postal service conducted at 
as low a cost as possible in providing publications that serve the reading public 
in general and not merely a small segment; that help in universal education, 
in keeping the public in general informed and interested in the affairs of their 
cities, their States, their countries, and of the world as a whole, in keeping 
alive what is of value and precious in the practice of freedom of the press; in 
providing media of expression in the arts and sciences, open to all; and in 
the development of critical judgment in numerous fields of human endeavor. 

We added that “while we believe such a subsidy to be justified, we do not 
think that it should be open for the enrichment of purely commercial enterprises. 
What there is in the nature of a subsidy,” we said, “should be dedicated to the 
ends just mentioned and those of a similar character.” 

It will be seen from this that we do not regard the postal distribution system 
as representing exclusively public service. We do not say that all that enters 
the mails performs the kind of public service that would entitle it to a subsidy. 
Therefore, we do not say that the expenses of the postal service should be 
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covered entirely from the public revenues as is the case in providing for the 
national defense. What we do say is that there exist elements of public sery- 
ice in the operation of the postal department and that these are as much 
entitled to public support as are operations of other executive departments 
that look to Congress annually for appropriations. 

Our past conclusion that there was an aspect of public service in the postal 
system still represents our view. At the same time we recognize that this of 
itself is not sufficient as a guideline pointing to specific action. 

A few years ago a Citizens’ Council set up to study the postal deficit had 
this to say: “The Council has * * * concluded that the Post Office is, has been, 
and should continue to be, primarily a service to the American public.” [Italie 
added. ] 

We agree; but as just said, this conclusion does not solve the problem. On 
the other hand, adoption of the conclusion would provide a point of departure, 
It would represent fundamental policy. 

If that Council’s conclusion was sound, as we think it was, it means that so- 
called postal deficits will be, as they should be, regarded in a different light 
from the current one that makes it appear as if the Post Office Department 
suffers from chronic and perhaps culpable inability to make both ends meet. 

The Council rendered a useful service in presenting data on the costs of 
measurable services performed by other executive departments that were fully 
covered by the Treasury. While the data may be somewhat out of date today 
they are still of great value as evidence. 

Among these were the services of the Patent Office. The costs were shown 
as $11.2 million in 1955. The report stated that the nature of the services were 
measurable and that minimum charges were indeed made. It said that all 
costs could be charged against the user if that were congressional policy, 
which it evidently was not. The benefits went directly to individuals or com- 
panies. Yet the charges made were insufficient to cover the costs and the results 
were a “deficit” just as clearly as the shortfall of the postal service was a 
deficit. 

Why should the postal deficit stand in a category by itself? 

The Council's report also covered the services of the Bureau of Standards. 
It said that the expenses could all be charged against the users of the services. 
Yet this was not done. It was a matter of public policy. 

The report mentioned other similar services by executive departments that 
could be measured and charged to the users. Among them were the services 
of the Civil Aeronautics Administration, Federal Communications Commission, 
and others. It also listed airline subsidies and shipbuilding subsidies. None 
of these subsidies were referred to as “deficits” of the executive departments 
that bestowed them. 

It is our opinion that many elements of postal service have as distinct 
a public service aspect as any of those listed above, if not more so. 

In 1951 we said: 

“The fact is that large deficits have been incurred (by the postal service) and 
that they have been covered by general tax revenue. No one has claimed that 
this is unconstitutional. No one has maintained that it is illegal; nor has it 
been held to be immoral. What then condemns a postal deficit? 

“It is held to be unbusinesslike. It is regarded as reflecting on the efficiency 
of the management of the postal service. But it is obvious that the service is 
not operated as a business. It lacks the profit incentive. It lacks the spur of 
competition. Postmasters are appointed under the patronage system.” 

The Citizens Council’s report in 1957 offered adequate evidence demonstrating 
that the postal service is not a business and cannot be run as a business unless 
drastic changes were made, such as elimination of part if not all of rural 
free delivery, star route delivery, c.o.d. service, money order service, registry, ete. 
But no one suggests dropping these loss-producing operations. Therefore 
they must be paid for. 

The question then arises whether users of other parts of the postal service 
rather then the general public should make up these losses. The answer seems 
clear enough that if the services are continued as a matter of public policy, the 
public as a whole should pay for them. 

If this principle is accepted, as we think it should be, the way should be open 
to a determination of what elements of the postal service are to be regarded as 
public service and therefore entitled to be treated as such. 
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H.R. 11140 does not do this and we therefore urge its rejection by the com- 
mittee and request that this letter be made a part of the printed record. 


Sincerely yours, 
O. R. STRACKBEIN, 
Legislative Representative. 


CLASSROOM PERIODICAL PUBLISHERS’ ASSOCIATION, 
Washington, D.C., June 6, 1960. 
Hon. Tom Murray, 
Chairman, Post Office and Civil Service Committee, House of Representatives, 
Washington, D.C. 

Dear Mr. CHAIRMAN: This letter is written to explain the position of the 
Classroom Periodical Publishers’ Association on H.R. 11140 now pending before 
your committee. 

As you know, 39 U.S.C. 289a provides: 

“Sec. 289a. Increase in postage rates for second-class mail. 

“(a) Matter mailed by publisher; advertising as affecting classification; mat- 
ter issued by religious, etc., organizations. 

* * * * * 

“* * * Provided further, That the rate of postage on newspapers or periodicals 
maintained by and in the interests of religious, educational, scientific, phil- 
authropic, agricultural, labor, veterans’ or fraternal organizations or associa- 
tions, not organized for profit and none of the net income of which inures to the 
benefit of any private stockholder or individual, shall be 14% cents per pound or 
fraction thereof, and the increases provided by this section shall not apply to 
such rate: And provided further, That existing rates shall continue in effect 
with respect to any religious, educational or scientific publication designed spe- 
cifically for use in school classrooms or in religious instruction classes. The 
publisher of any such newspaper, periodical, or publication before being entitled 
to such rate shall furnish proof of qualification to the Postmaster General at 
such times and under such conditions as the Postmaster General may prescribe.” 

The last proviso of the above section pertains to the periodicals published 
and distributed by the members of the Classroom Periodical Publishers’ 
Association. 

H.R. 11140, dated March 14, 1960, prepared by the Post Office Department and 
now before your committee, provides that section 289a be amended and the 
following language be substituted: 

“* * * Provided further, That on and after the effective date of this section, 
the rate of postage on newspapers or periodicals maintained by and in the 
interests of religious, educational, scientific, philanthropic, agricultural, labor, 
veterans, or fraternal organizations not organized for profit and none of the 
net income of which inures to the benefit of any private stockholder or individual, 
and religious, educational, or scientific publication designed specifically for use 
in school classrooms or in religious instruction Classes shall be the rates required 
to be paid on publications generally except that the rates prescribed in this 
subsection shall be reduced by 50 per centum. The publisher of any such 
newspaper, periodical, or publication before being entitled to such rate shall 
furnish proof of qualification to the Postmaster General at such times and under 
such conditions as the Postmaster General may prescribe.” 

On May 31, 1960, Mr. Arthur J. Summerfield, the Postmaster General, addressed 
a letter to you in which he withdrew the Department’s proposed increases in 
postal rates for second- and third-class nonprofit organizations. We applaud and 
appreciate this action by the Postmaster General but believe the Postmaster 
General's letter should have included the religious and classroom publications 
referred to in section 289a. It is my understanding that section 289a makes no 
distinction relative to the merits of any publication covered in the section. 
I believe it is the common understanding of those in the Congress and outside 
it that the end use of the publications mentioned in the section justifies their 
inclusion in this exceptional category. 

I do not feel it is necessary to review the good work classroom and Sunday 
school publications do. All contribute to the welfare of our American youth. 
The publications are all approved by the responsible officials in both the schools 
and religious instruction classes using them. High praise is given regularly 
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to the publications and the service they render. Your committee and the Con. 
gress have long recognized the excellent job classroom and religious instruction 
publications are doing both in instructing our children and providing them with 
decent and clean literature. 

On behalf of classroom publications I earnestly request that your committee 
extend the sense of the Postmaster General’s letter to include religious, educa- 
tional, or scientific publications designed specifically for use in school classrooms 
or religious instruction classes. This would insure like treatment for al] 
publications under 39 U.S.C. 289a. 

Our publications depend entirely on the Post Office Department for prompt 
delivery to the schools and churches of America. Our business is geared to 
the efficiency of the Post Office and the Department has improved its operations 
to give us the additional, efficient service necessary to handle our steadily growing 
industry. Over the years (75 years in one instance) we have received day by day 
prompt, efficient, and courteous treatment at all levels of the Post Office Depart- 
ment, from the local working level to the highest officials of the Post Office 
Department in Washington. Despite the elimination of scores of trains carrying 
the mail, our publications are being delivered on schedule and in good condition 
each week during the school year. The number of complaints received from our 
subscribers relative to Post Office Department delivery service is so small it can 
be dismissed as a criticism of the Department. 

Our experience with the Post Office Department proves beyond doubt that its 
personnel has increased its efficiency and it is my unqualified opinion that the Post 
Office is the most efficient department of the Federal Government. 

Members of our industry are aware of the excellent programs instigated by 
Postmaster General Summerfield to improve service and to automate the Post 
Office Department. Evidence of the modernization and mechanization of the Post 
Office under the leadership of Postmaster General Summerfield are everywhere 
at hand. Some of the example are: Devices for the separation of mail in office 
buildings: wheeled carts for carriers; new smaller vehicles; red, white, and blue 
trucks ; new post offices ; sorting machinery ; revolutionary methods of mail trans- 
mittal; extended entry chutes for pickup boxes to avoid leaving a car to mail a 
letter, ete. 

We are firm believers in the view that the Post Office Department is a service 
department to be operated in the public interest. We do, however, believe the 
Post Office should operate on as small a deficit as is possible after proper charges 
for public service. Postmaster General Summerfield and his staff have worked 
diligently to cut the Post Office deficit and to do their share to balance our national 
budget. They deserve the commendation of every fair-minded and sound-think- 
ing citizen. We, in turn, are doing more and more of the postal work before our 
mail goes to the carrier to reduce the cost of handling our mail. 

Returning to our request mentioned above, we hope that you and your committee 
will give the religious, education, and scientific publications designed specifically 
for use in school classrooms or religious instruction classes the same consideration 
received by all other publications under section 39 U.S.C. 289a. 

Sincerely yours, 
THoMAS F. Lyncu, Chairman. 


NEW CANAAN, Conn., June 1, 1960. 
Hon. DoNALp J. IRwIn, 


House of Representatives, Washington, D.C. 


DEAR REPRESENTATIVE IRWIN: I live in New Canaan, Conn., and am writing to 
you in hopes that you will vote against any bills that will increase the minimum 
rates for third-class bulk mail. 

I work in a direct mail firm and have seen these third-class bulk mail rates 
increase 150 percent since 1952. With each successive increase it has become 
apparent that users of the mails have sought other forms of advertising to stimu- 
late sales of their products due to additional postage rates. 

This, in our business, has necessitated laycffs in our working force as has 
been the case industrywide. I know I need not mention to you what unem- 
ployment means dollarwise to the Federal Government. 

Incidentally, in an article published in the Wall Street Journal recently, the 
direct mail industry was the only industry in the country which showed a decline 
in sales from 1958 to 1959. 
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I certainly approve and applaud the fact that Mr. Summerfield is attempting 
to put the Post Office Department on more of a pay-as-you-go basis, but I don’t 
feel that it should be done in such a manner as to cause severe economic reper- 
cussion in an important and necessary industry, and which will happen if there 
are any more accelerated rate increases. 

Thank you for taking the time to read this letter and I hope you will consider 
our position in this matter. I will be quite interested in seeing how you cast 
your vote. 

Very truly yours, 
BARNEY DONNELLEY. 


OLD GREEN WICH, CoNN., June 2, 1960. 
Hon. DoNALD J. IRWIN, 
House of Representatives, 
Washington, D.C. 

DEAR REPRESENTATIVE IRWIN: As a resident of Fairfield County I would like 
you to be aware of my intense opposition to certain postal-rate increases now 
under consideration by your committee. 

Undoubtedly in your deliberations you have been exposed to a great deal of 
fact and argument. What I have to say may add a little more to your knowledge 
of the pertinent facts. I urge you to consider most seriously that third-class 
mail has already absorbed unusual increases in the last 8 years. During that 
time bulk third-class mail rates have risen by 100 percent, and as you know the 
one-half-cent increase which becomes effective July 1 would make the total 
increase in the last 8 years 150 percent. 

We are all very much aware of the accusing fingers that have been pointed 
at bulk third-class mail as a money loser for the Post Office. I submit that this 
reasoning is based on a fallacy. As you know, the lower rate for bulk mail is 
not a subsidy—it comes about because of the following factors: 

(1) Bulk third-class mail is presorted, tied out and packaged at the mailer’s 
expense so that the Post Office Department does not have to perform these costly 
functions, and the mail goes through the entire distribution process with a 
minimum of handling by Government employees. 

(2) Many thousands of post offices are maintained throughout our country for 
the primary purpose of making postal facilities for receipt and delivery of first- 
class mail available to our citizens. Bulk third-class mail, by adding volume, 
simply insures better usage of these facilities and certainly is not responsible for 
the primary cost of installing and maintaining such facilities. 

(3) Bulk third-class mail receives deferred treatment, in consideration of 
its lower rate, and obviously, therefore, increases the utilization of otherwise 
idle facilities and personnel. At the same time it brings the Post Office millions 
of dollars of extra revenue. 

It was with these facts in mind that the classification of bulk third-class mail 
was instituted in the United States, and these points are as valid today as they 
were then. A parallel illustration of this reasoning is the postal system of 
Canada, which eagerly seeks increased use of this class of mail to increase their 
dollar income at minor increase in cost to the postal system. I maintain that 
bulk third-class mail is profitable to the U.S. Post Office. 

It has been maintained that further increases in bulk third-class rates will 
not affect the volume of third-class mail, will not affect the economic health of 
third-class mail users, and will not affect the economy of any municipality or 
State. These statements are simply not true even though they are apparently 
based on a scientific survey. I have been connected with the direct-mail adver- 
tising business for 20 years and I have seen at firsthand specific decreases in 
the use of third-class mail, as a result of postal-rate increases. 

In my present connection with a large direct-mail service organization I have 
experienced pressure by our clients for us to reduce our charges for our service 
to absorb rate increases, and this has reached a point where it is no longer 
possible to do so—in spite of continued efforts to cut costs and make operations 
more efficient. 

My company, in one location alone, employs more than 1,000 people on the 
average. When our volume drops, as it undoubtedly will with punitive-rate 
increases, we must lay off workers. This produces additional unemployment in 
the small Westchester County city where we are located. Those who favor 


55906—60 38 


= 
its 
Ost 
2 
by 
ost 
ost 
re 
ice 
ue | 
ns- | 
a 
ce | : 
he | 
es 
ad 
al 
k- 
Ir | 
<= 
{ = 
ly 
n | 
~ 
> 


572 POSTAL RATE REVISION 


increases in third-class bulk-mail rates should ask some of these people whether 
such rate increases would have no economic effects. 
Obviously, my own income would be directly affected which in turn affects my 
ability to buy goods and services and has an effect on the volume of general 
business done by those from whom I buy. When you multiply this situation by 
the millions of people directly or indirectly employed in direct-mail advertising, 
it is impossible to say that rate increases would have no economic effect . 
I will very much appreciate any consideration you can give to these views. 

Sincerely yours, 

M. L. PILert. 


MILWAUKEE DuSsTLEsSS BruSH Co., 
Milwaukee, Wis., June 3, 1960. 
Hon. ToM MurRRAY, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D.C. 
HONORABLE Sir: My name is George Hunt. I am president of the Milwaukee 
Dustless Brush Co. which has been manufacturing brushes in Milwaukee for 
60 years. Our products are essential industrial maintenance tools. We sell 
them by mail, therefore we are vitally concerned with bulk third-class postage 
rates. 
We are a small business. Our annual sales are under $1 million. Even 
though we have a history of over half a century of successful manufacturing 
experience behind us, we are finding it increasingly difficult to operate at a 
profit. A major factor in this situation has been the tremendous increase in 
bulk third-class postage rates which have gone up 100 percent since 1952 and 
which are scheduled to further advance to 150 percent of 1952 prices on July 1 
of this year. I do not expect you to accept this statement without the support 
of accurate figures. 
For the 4 years prior to 1959, we spent an average of $33,000 a year for 
third-class postage. The amount did not vary more than 6 percent from year 
to year. On January 1, 1959, the cost of bulk third-class postage was increased 
one-third, so our expenses for postage went up one-third. In 1959 we spent 
$44,000 instead of $33,000 for third-class postage. 
We didn’t do very well last year. We showed a profit, before taxes, of only 
$22,500 which was a gross of 3.7 percent on sales. That’s about as low as you 
ean go and still stay in business. Of course, last year’s profit was reduced 
$11,000 by our increase in postage expense. If postage rates had not been in- 
creased on January 1, 1959, our profit, before taxes, would have been about 
6 percent on sales. That’s not good but it is not nearly so disheartening as 
3.7 percent. 
Now let us assume that the one-half cent increase in third-class rates had 
not gone into effect on January 1, 1959. Our costs would have been lower by 
$11,000 and our profit would have been higher by the same amount. Out of 
the $11,000 increase in profit, the Federal Government would have gotten 
$5,200 and the State of Wisconsin $800 in increased income taxes. It would 
have left us $5,000 additional with which to buy new machinery. Would that 
be bad for everyone concerned ? 
The Post Office Department has developed some truly amazing propaganda 
in its relentless drive for higher and still higher postal rates. Much of this 
propaganda is based on a jumble of figures emanating from the Department 
itself—figures which are inaccurate and incomplete and which the Department 
juggles indiscriminately and without consistency in its desperate effort to 
prove its point. Again, I would not ask you to accept this statement without 
citing a few from among many examples which could be chosen. 
In its survey of postal rates, in order to prove the necessity for higher third- 
class rates, the Department conveniently fails to include a factor to compensate 
for the deferred nature of third-class mail. Just as conveniently, in the same 
survey, in order to prove the necessity for increased first-class rates, the De- 
partment adds a factor to compensate for the preferred nature of first-class 
mail. This, I submit, is deceit. 
The Department has had Budget Director (formerly Assistant Postmaster 
General) Stans come forward and say, “Postal losses are equal to almost half 
of the total increase in the national debt in the last 13 years.” This statement 
was made in support of higher postal rates. By implication, postage rates are 
responsible for this deplorable situation ; otherwise the statement would not have 
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been made. Mr. Stans knows better than to make such an implication. It puts 
the onus of the national debt on postage rates. It is just as misleading to use 


this type of propaganda as it would be to imply that in any year when the 5 
national debt declined postage rates were the reason. It was a totally irrespon- ; 
sible implication. 

The Post Office Department uses the Commerce Department’s impact report : 
to bolster its case for higher third-class rates. It does not use the data contained é 


within the report because that data does not justify higher rates. It uses Com- 
merce Secretary Mueller’s letter of transmittal, which says, “* * * the rate 
increase (of January 1, 1959) had no appreciable effect on the economy as a 7 
whole and no significant impact on the users of third-class bulk mail generally.” 
The Post Office Department uses this statement in support of higher future rates, 
when the report itself did not collect and did not present one iota of evidence 
pearing in any way upon the effect of higher rates in the future—and the report 
itself said so. Furthermore, Secretary Mueller’s letter of transmittal belies the 
actual data contained within the report, one part of which reads, ‘Firms spe- 
cializing in direct mail did not fare as well profitwise as those least dependent 
upon this type of business * * *. To summarize, gross receipts of those firms 
most highly dependent upon direct-mail business showed a decline after the rate 
increase.” How, in all conscience—in fact of these statements taken out of his 
report, and in face of the fact that his report did not even pretend to go into 
the effect of future increases—how can Secretary Mueller recommend that—‘the 
second-step increase in bulk third-class mail rates, beginning July 1, 1960, * * * 
should become effective at that time’? 

The Post Office Department, in defiance of Public Law 85-426 (Postal Policy 
Act of 1958), has refused to give proper weight to the public-service aspects of 
the postal service and continues to base its case for higher postal rates on its 
cost-ascertainment figures, which do not properly reflect the true cost of these 
public services. Until and unless the Department can produce accurate data 
establishing the true cost of the public-service aspect of the postal service, little 
credence should be given to statements such as appear in the Department’s Survey 
of Postal Rates. 

May I return now to the case of the Milwaukee Dustless Brush Co.? We are 
small and, therefore, individually, of little importance to the total economy of 
the country. But we are typical of the thousands of small manufacturing plants, 
commercial institutions, and others, who, collectively, constitute small business. 
American small business is, by its nature, more dependent upon direct mail than 
is American big business. 

In our case, we spend $3 for printed matter and other services directly con- 
nected with our selling effort for every $1 we spend for postage. That’s $132,000. 
We have about 30 employees, and our payroll is $172,000. We purchase $161,000 
of raw manufacturing materials a year. Add these all up, and you get $465,000. 
Add to that the taxes we pay and the taxes paid by our employees. Add also part 
of the wages and the taxes of those from whom we buy. Add in the cost of 
insurance, pension fund, and charitable contributions. Multiply all this by the 
hundreds and hundreds of small businesses that are dependent upon direct mail, 
and we are no longer so small. In the aggregate, we constitute a considerable 
part of our economy. Is it worthwhile to jeopardize this for a half-cent increase 
in third-class postage rates? Who is going to pick up the slack? 

In summary and conclusion, may I say this: . 

The Post Office Department has failed to produce reliable evidence that post- 
age rates higher than those actually in effect today in any category of mail are 
necessary to comply with the provisions of the Postal Policy Act of 1958. 

The Post Office Department, through the submission of the Department of 
Commerce Impact Report, agrees that the increase in bulk third-class rates which 
became effective January 1, 1959, has already had a deleterious effect upon busi- 
nesses dependent upon direct mail. 

In the case of the Milwaukee Dustless Brush Co., third-class postage rates 
are a vital cost factor, and any further increase beyond the 100-percent increase 
we have had since 1952 will place our company in an exceedingly precarious 
position. 

For all these reasons, I respectfully urge your committee to recommend no 
increases in postal rates for any category of mail beyond those rates in effect 
today, and, further, that you take positive action to eliminate such rate increases 
as are scheduled to go into effect on July 1, 1960. 

Respectfully, 


GEORGE Hunt, President. 
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THE DANSEN Co., INC., 


St. Cloud, Minn., June 3, 1960. 
Hon. Tom MurRRAY, 


House of Representatives, 
Washington, D.C. 


DreAR HONORABLE MurRAY: Thank you for this opportunity to give you this 
statement concerning our position in regard to the proposed third-class mail 
rate increase. 

The Dansen Co., Inc., is a small manufacturing concern employing about 12 
people. Ninety-cight percent of our sales are made by direct third-class mail. 
At the present time, at 2 cents a piece, our postage costs are approximately 
35 percent of our mailing costs. An increase to 3 cents per piece would in- 
crease that percentage to approximately 46 percent. 

Our ultimate profit is naturally based upon the cost of a particular mailing 
and upon the number of orders received by means of that mailing. The num- 
ber of orders received obviously is related directly to the selling copy and to 
the particular list used. Our greatest problem at the present time is securing 
sufficient good lists. Because of this problem, we are forced to use many lists 
of names that are marginal. That is, they show a slight profit at the present 
costs but would show a loss with any increase in costs. We honestly feel that 
our mailing material is as effective as we can make it. Therefore, it is an 
unescapable conclusion, that if any of our mailing costs are increased to any 
extent, that we will be forced to decrease our total mailings and eliminate the 
marginal lists. The amount of the decrease will be directly proportional to 
the increase in costs. If we decrease the extent of our mailings, our sales will 
be reduced, less production will be required, and we will have no alternative 
but to decrease the number of employees. In my opinion, an increase to 3 cents 
per piece would, of necessity, decrease our mailing by at least one-third and 
enable us to get along with 8 employees instead of 12. 

I am certain that the technical arguments in regard to third-class mail have 
been ably presented to your committee by persons more qualified than myself. 
I can speak only with assurance as to the impact of an increase on our particu- 
lar company. I assure you that the result of any such increase will result in 
an immediate and severe impact to us. 

Very truly yours, 
PauL G. HOrrMAN. 


Mystic Stamp Co., 


Camden, N.Y., June 3, 1960. 
Hon. THOMAS MURRAY, 


House Post Office Committee, 
Washington, D.C. 


Dear Mr. Murray: I am presenting the following information which I will 
appreciate your bringing to the attention of each member of your committee. 
Please have it made a part of the official record of the hearing. 

Our business has been in operation 37 years. We employ 35 to 40 people, 
depending on the season of the year, and our postage bill represents 30 percent 
of the total receipts of our local post office. Minimum piece rates have ad- 
vanced 150 percent since 1952 and the new proposed increases in all classifica- 
tions would simply mean that we would have to drop several marginal opera- 
tions which effect the jobs of 12 people. 

The most baffling aspect of the situation to an experienced mail-order opera- 
tor is the erroneous, irresponsible, and unfounded conclusions drawn from the 
McKinsey report. I am confident, however, that your committee is well aware 
of the purpose for which this report was made. 

We are the main source of employment for older women in this small com- 
munity and the writer and all employees certainly hope you will decide to 
continue with the present rates. The eliminating of marginal operations as 


mentioned above would of course result in a serious decline in postal revenues 
for our local post office. 


Yours sincerely, 
I.. K. Suaver, President. 
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STATEMENT OF A. P. BONGIOVANNI, GENERAL MANAGER, SERVICE INDUSTRIES, 
960), PHILADELPHIA, Pa. 


Approximately 14 years ago, R. M. Hibbs, president of Service Industries, 
initiated the selling of chemical specialties via the media of third-class mail. 
From a very modest beginning of 2 employees, Service Industries, within a few 


ghee. years, grew toa position where 30 employees were required, full time. 

Fifty thousand pieces of third-class mail were mailed per week and at the 
ut 12 rate of 1 cent per piece, the going rate at that time. With the advent of an 
mail. increase in 1952 to 1% cents each piece, mailings were reduced to 30,000 pieces 
ately per week and not only were 20,000 pieces of order-pulling literature lost by us, 


d in. | but 15 jobs were lot in the process. 
We then had another increase from 1% cents to 2 cents in 1958 and this in- 
crease cost us another 15,000 pieces of mail and another reduction of employees. 


iling 

a We are now faced with still another increase next month and we will again 
d to have to reduce our weekly mailings and our number of employees. 

ring Within the past 8 years, we have had increases in our postage costs of 150 
lists percent and actually the U.S. Government is the biggest loser. The taxes lost 
‘sent by the Government through employees laid off were reduced much more than 
that the postal increases returned. It is obvious the Post Office Department is biting 
$ an its own tail for as surely as the rates go up, Government receipts now on income 
any taxes will go down. Plus, they are stifling one of the Nation’s biggest advertis- 
the | ing medias at a time when it is in its infancy. 

1 to We do not want a subsidy by the Postal Department and Mr. Summerfield are 
will attempting to get you to think we are being subsidized at the present time. 

tive Actually, we are more than paying our own way if the Postal Department 
ents would revert to facts instead of giving misleading figures as there is no deficit on 
and | third-class mail. 


‘ If we gave away services as the Post Office Department does, we too would be 
ave running a deficit. Infact, we wouldn’t even be in business. 


elf. The Post Office is giving away right at the present time over $40 million 
icu- annually of frank and penalty mail and over $70 million annually for airmail 


in subsidies alone. 

Senator Johnson and Senator Carlson have both sponsored a bill, S. 2749, 
which in essence would appropriate $450 million as public service expenditures 
Re of the Post Office and not chargeable to the business mailers and general public. 
If Senator Johnson and Senator Carlson see a need for such a bill, two Sena- 
- tors who have had long and vast experience with postal rates, then it is very 
. evident that the Postal Establishment, headed by Mr. Summerfield, is attempting 

to “pull the wool” over someone's eyes. 
: We ask you Representatives of the American people to examine Mr, Summer- 

field’s so-called postal deficit again. 


rill | Mr. Summerfield is not giving a fair picture of this postal deficit. We cannot 
ee, give anything away in our business and make a profit and stay in business and 

I am sure that the Postal Establishment, if it is to be run as a business, as Mr. 
le, | Summerfield wishes it to, cannot give anything away. 
nt In closing I would like to quote verbatim from the issue of April 22, 1957, 
\d- of the Washington, D.C., Evening Star ; quoted as follows: ee 
al- “I feel certain that the Star has no intimate knowledge of the calculations 
a- used by the Post Office Department when recommending new postal rates to the 

Congress. It will be recalled that when the Postmaster General, Mr. Summer- 
a- field, announced an embargo on third-class mail, he asserted that $30 million i 
he would be saved in a 3-month period. Mr. Summerfield neglected to advise the 
re |‘ publie that he would lose $70 million in revenues from third-class mail matter, 

during the same period. In its face, it is obvious that the Department pres- 
n- | ently is realizing a profit of $120 million annually on the handling of third-class 


tO mail matter. Without getting into the economic factors which warrant a lower 

rate for third-class letters (the fact that the mailer himself must do nine of the 

Ss manual handlings performed in the case of first-class mail and the fact that 

third class is handled only by postal employees during lacking periods), the 

testimony of the Department itself should be sufficient to convince both the Star 
and the public that third class presently is paying its way.” 

Here is an instance where the Postmaster General himself admitted that he 


was and is making money from third-class mail. } 
Thank you. 


— 
= 
> 
- 
< 
wa 


576 POSTAL RATE REVISION 


HENRY Worst, INc., 
Kansas City, Kans., June 3, 1960. 
Post OFFICE AND CIVIL SERVICE COM MITTEE, 
House of Representatives, 
Washington, D.C. 


GENTLEMEN : Had I been permitted to appear before your committee, I planned 
to enter the hearing carrying a No. 2 mail sack on my shoulder and make the 
following statement verbally: 

“Gentleman, I have here a No, 2 U.S. mail sack containing 1,878 pieces of 
mail addressed to postal patron, local. The sack tag says Evansville, Ind. 

“For each piece of mail we will pay the post office 2 cents, so the post office 
income on this sack is $37.56. Now, let me review for you the handling of this 
advertising matter.” 

Open sack, and take out a bundle: 

“In our mailing department, we count these circulars in fifties. We make up 
facing slips. The one on this bundle says 285 pieces in turns of 50 for rural 
route No. 1, Evansville, Ind. We tie this bundle as you see it; place bundles for 
the various rural routes in a sack and label the sack. We then deliver this 
sack to the post office on our truck which we have weighed empty, and our man 
throws it down the chute at the Kansas City terminal. To this point the post 
office has not spent a cent except to buy the mail sack, which we picked up from 
them at our expense, weigh the truck, and have a crippled man count the sacks 
as our man throws them down the chute. Now, let’s see what the Post Office 
Department does to earn its $37.56. 

“We left the sack at the bottom of the chute at the Kansas City terminal, 
as part of a truckload of the same piece of advertising for which we handed 
the post office a check for $14,000. At printers’ hour costs and railway express 
transportation rates, the net profit to the Post Office Department should be over 
50 percent of this figure. 

“From the platform at the bottom of the chute, post office employees take 
over and the sack is put down another chute for the Missouri Pacific Railroad. 
At the end of that chute it is placed on a truck, hauled to the train, and loaded. 
(None of this is a continuous operation. When we visited the terminal there 
were no men in this department and our mail was not touched in the hour we 
spent there. Third-class mail waits until there is time to handle it.) This 
particular sack of mail would change trains at St. Louis, then had handling 
from train to truck to post office dock at Evansville. 

“The next morning, or whenever post office employees have time, they turn the 
sack upside down and hand the bundles to the various carriers. When the 
carrier gets in his car, he cuts the string around these 256 pieces and places one 
in each box on his route. He has to pass each box anyway and the cost to the 
post office is the same whether he has his third-class mail or not. On some 
days, the third-class mail he carries undoubtedly pays his entire salary and 
expenses. 

“IT am convinced that a time study of the operations I have just pictured 
would show a profit picture that any private industry would envy. Without 
question, bulk third-class at 2 cents cannot help but be a highly profitable 
operation. 

“The other side of the coin is the importance of the direct-mail industry in 
the total economy. I am a small potato in the direct-mail industry, with 65 
employees. In the 4-year period, 1957 to 1960, we will have spent over $1 million 
for plant and machinery. In 1959, my employees and I paid over $234,000 in 
direct taxes. By reinvesting all depreciation and profits in machinery since 
1950, we have held down our costs to customers, but have had to charge the 
100-percent increase in postage. We lost some business when postage went up 
50 percent last year. We can see the end of our business if the proposed addi- 
tional 250-percent third-class postal increase goes in. On the millions of pieces 
of direct mail we print, the 2-cent postage charge is more than our charge for 
the paper, ink, and labor to produce them, so the cost of postage is a very 
important factor. 

“To summarize—the proposed third-class increase will be death-dealing taxes 
on an industry that is already carrying more than its share of the post office 
expense. We regret that we can see nothing but malicious intent behind the 
proposed rates, and the only conclusion is that the bills have been introduced 
without their sponsors understanding what they imply.” 

Sincerely, 


Henry Worst. 


a * Pes 
a 
] 
| 
im 
| 
; 
~ 
| a 
=a 


60. 


nned 
e the 


PS of 


Office 
this 


up 
‘ural 
s for 
this 
man 
post 
‘rom 
acks 


nal, 
ded 
ress 
ver 


ake 
ad, 
led, 
ere 

we 
‘his 
ing 


the 
the 
one 
the 
me 
ind 


red 
ble 


in 
65 
on 

in 
ce 
he 
up 
eS 
or 
ry 
es 
ce 
he 
ed 


POSTAL RATE REVISION 577 


P.S.—I have two unexplainable commentaries to make on our visit to the 
Kansas City, Mo., Post Office. First, we were not permitted to take photographs 
of any operation. Second, in answer to our question: “Observing these opera- 
tions, do you think it is possible for a piece of third-class mail to cost 9S 
percent as much to handle as a piece of first-class mail, as the Postmaster General 
says?” We were told, “We were not permitted to express an opinion contrary to 
a statement of the Postmaster General.” 

These sad commentaries are serious indictments of a Federal department and 
indicate a very unhealthy management situation which should be looked into, 


WarsHawsky Co., INc., 
Chicago, Ill., June 2, 1960. 
Hon. Tom Murray, 
Chairman of the House Post Office and civil Service Committee, 
Washington, D.C. 

DEAR CONGRESSMAN MurrAy: I am extremely sorry that I was not selected 
to appear before your committee as a witness in regard to the proposed third- 
class postage increase which is now being considered by your committee. How- 
ever, for the record, I would like to have the following facts taken into consider- 
ation by the members of the House Post Office and Civil Service Committee. 

Our company, Warshawsky «& Co., Inc., issues an automotive parts and acces- 
sories wholesale catalog, and our retail subsidiary, J. C. Whitney & Co., issues 
a similar catalog. Both of these catalogs are widely distributed over the entire 
country as frequently as 12 times a year. 

Warshawsky & Co. is a small family owned business which was founded in 
1915. We service the entire continental United States with auto and truck 
parts and accessories which are purchased from the catalogs we distribute. 

We not only service customers in urban areas, but, also farmers and others in 
small towns. We supply them with items by mail, truck, and freight, items of 
merchandise they would normally have to buy in big cities some distance from 
their homes. 

We not only service our customers through our catalogs, but, in addition, we 
create business for our sources of supply, which include many small companies 
throughout the country. Our business enables these small companies to grow, 
which strengthens our economy and enables our country to prosper. 

Our company employs approximately 300 employees who are dependant upon 
our mail order business for their livelihood. The compensation they receive 
enables them to pay a substantial amount of income tax, which is necessary for 
the operation of our Government, including the expensive defense measures 
required by the “cold war.” 

Congressman Murray, I have just given a brief outline of the people who 
benefit from the present third-class postal rate. Now, should this rate be 
changed to the proposed increase, these people would suffer accordingly, and 
here are the reasons why. 

The proposed rate increase, in our particular case, would amount to many 
times our average earnings for the past 5 years, and therefore, would force us 
out of the mail order business. Our going out of the mail order business would 
not only deprive our customers, especially those in small rural communities, of 
our products, but would also severely cut down the production of many of our 
sources of supply (over 3,000 in all) and undoubtedly cause some of them to go 
out of business. Our employees would have to be discharged and those not 
finding other employment would become relief cases, dependent upon local, State, 
or Federal funds. 

It is my belief, that rather than increasing these postage rates, they should be 
decreased to insure the present prosperity of the country. I am not an expert 
on Post Office Department expenditures, but, I know that we do all we can to 
prepare our third-class riail so it can be handled quickly and easily, with a 
minimum of work on the part of postal employees. These costly preparations 
include: Sorting our mail geographically, sacking and tieing, as well as routing. 
These preparations eliminate a great deal of work for the post office and should 
make third-class mail much more profitable than other classes of mail. 

Respectfully submitted, 
Roy I. WarsHAWSKRY, President. 
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THE OKLAHOMA PUBLISHING Co., 
THE FARMER-STOCKMAN, 
Oklahoma City, Okla., June 1, 1960. 
Congressman ToM MURRAY, 
Chairman of the House Committee on Post Office and Civil Service, House Office 
Building, Washington, D.C. 


DEAR CONGRESSMAN Murray: Many of us in the agricultural publication field 
are deeply concerned about the proposed postal rate increase bill H.R. 11140 
which is now before your committee for hearing and recommendation to the 
Congress. The objective of this proposed bill is somewhat unclear. 

It would seem logical that Congress would undertake to make the post office 
self-sustaining insofar as possible. Yet the reason for the second-class mailing 
privilege being extended to newspapers and magazines is to serve the people by 
making it possible for them to obtain extensive information at a nominal cost. 
In order for publications to accomplish this purpose and to maintain a low 
subscription rate, reasonable postal rates are essential. As you know, the rates 
for publications such as ours already have been increased substantially. Any 
additional increase must be paid for by the subscribers, as the advertisers al- 
ready are bearing as much of the cost of production as can be justified in most 
cases. The point is that both readers and publishers will suffer unfairly if 
additional burden is imposed. 

I say this in view of the fact that subscribers and readers of publications with 
paid circulation have indicated a definite interest in the material being mailed. 
At the same time postal patrons find their mailboxes filled with unwanted and 
unsolicited third- and fourth-class material which obviously results in as great 
loss to the post office as second-class mail and possibly more. It does not seem 
reasonable to penalize the public in the matter of supplying them with pub- 
lished material that they want while continuing heavy subsidies to send them 
material that they do not want. 

I hope that your committee will take time to look thoroughly into the matter 
of why the second-class mailing privilege was extended in the beginning before 
action is taken on this bill. I will admit that it is possible some abuses may 
take place in this connection and, of course, they should be properly disposed 
of as discovered. At the same time, let’s reduce the load on the post office by 
cutting out the unwanted mail before starting in on the first-class mail and the 
second-class publications which the taxpaying public is interested in receiving. 

Yours very truly, 
F. J. DEERING, Editor. 


CALDWELL LETTER SERVICE, 
Chicago, Ill., June 2, 1960. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
Washington, D.C. 

My Dear Mr. CHAIRMAN: Thank you for the opportunity of expressing on 
paper some of the facts which I had hoped to give in an appearance before your 
committee. 

HISTORY OF A SMALL BUSINESS 


Ours is a small, very small business. Founded in 1936 with an original in- 
vestment of $500, it has grown to its present stature through 24 years of effort 
by myself, a single woman now 72 years of age; and the hard work, devotion, 
and integrity of a young man who 5 years ago invested his life savings to buy 
an interest in the corporation. He has a wife and three little daughters de- 
pendent on this business alone, and obviously no other source of revenue is open 
to me at my age. During its first year the total revenue was $1,800. Through 
my efforts alone the volume had risen to $52,000 annually when Mr. Kraft joined 
the company, and he has since increased it to more than $90,000. These ac- 
complishments, which may seem small to you, are the result of long hours—10 
to 12 a day—including usually Saturday and often Sunday. Through truck 
strikes, blackouts, brownouts we have struggled along to build a livelihood for 
ourselves. Compared to the original investment of $500 the equipment is now 
worth in excess of $30,000, showing that a large proportion of the profits have 
been plowed back into the business. Only a very nominal salary has been taken 
out of the business by the owners. 
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IMPACT OF POSTAL INCREASE ON OUR CUSTOMERS 


Consultation with many of our clients indicates that the proposed rate in- 
creases will force them to cut down on their mailings, some 20 percent, some 50 
to 60 percent. <A large food chain states frankly that they will withdraw en- 


tirely from the direct mail field. 
IMPACT ON OUR BUSINESS 


Our margin of profit is very small, about 4 percent. A decline such as is in- 
dicated would wipe out our profit, and in order to meet a break-even point we 
should be forced to cut our staff of 15 to 10 or at the most 12. Multiply this, 
if you will, by the more than 200 operators in the Chicago area, many of them 
with much larger staffs than ours, and you will see that numbers of honest, 
skilled workers will be thrown out of work. As the reduction in staffs will be 
industrywide there will be no jobs for these people, and they will swell the al- 
ready heavily burdened unemployment rolls in Illinois and throughout the 
country. 

Were you to ask, Mr. Chairman, if these rate increases would force us out 
of business I should reply with a definite “No.” We are hardy souls, we small 
business people, and stand up well under the “slings and arrows of outrageous 
fortune.” It will force us to take considerably less than the income we should 
expect after all these years, a rather sorry reward for 24 years of hard work. 


GENERAL COMMENTS 


I will not belabor you, Mr. Chairman, with comments on the McKinsey report. 
You and your committee are well informed on the gross omission of salient facts, 
the distortions and misstatements therein. Third-class mail performs an im- 
portant part in the distribution system of private business. Manufacturers in- 
form their jobbers, dealers, and salesmen of new products, new uses for old 
items, price changes, and technical information. A large grocery chain mails 
millions of pieces a year to announce store openings and special offers. Banks, 
insurance companies, newspapers, magazines, and the large mail order houses 
rely on third-class mail to get business and so produce jobs. The dreadful 
term “junk mail,” so lightly bandied about must not be applied to the millions 
of carefully prepared informative pieces, which are productive of greater sales, 
and more jobs. 

PETITION 


We, as individuals, as a corporation, and as spokesmen for our employees 
and for hundreds of our friendly competitors all over the land, respectfully ask 
your committee not to approve these hasty and punitive rate changes. 


Respectfully, 
ALTA H. CALDWELL, President. 


STATEMENT OF THE MILLION DOLLAR CLUB, HARTFORD, CONN, 


We would like to open these recorded remarks with a word about the Million 
Dollar Club of Hartford, Conn. This group is composed mainly of mailing 
superintendents of large business concerns in the city. The name is derived 
from the fact that our members spend more than $1 million for postage annually. 
Records show that the average member has more than 25 years’ experience in 
this particular field with wide and varied experience in handling problems 
associated with business mail. Besides having representatives from insurance 
and manufacturing concerns, we also include firms closely connected with the 
postal service. These consist of executives from air transport companies, post 
office employees, and service managers from postage meter companies whose 
equipment is used extensively by our companies. In using these diversified 
talents, we are able to get valuable information regarding the mishandling of 
any important mail matter. Our frequent contacts help to create better under- 
standing between the mailer and postal officials. We have heard of many 
extra uses for our equipment as provided in the P.L. & R. We have received 
much assistance from these sources since the club was started in 1946. Our 
members are naturally interested in any comments about the postal service but 
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we give careful study to all complaints or any criticisms before taking sides 
on any important issue. 

We feel that the following recording made on February 1, 1960, seems to reflect 
in part some of the difficulties we have encountered during the administration 
of Mr. Arthur Summerfield. Here is that recording made by Mr. David Brinkley: 

“This proves that we are not alone in our thinking about the postal service. 
Mr. Brinkley, one of the stars of the famous Huntley-Brinkley report, recently 
broadcast over radio network some of his personal observations about the falla- 
cies of Mr. Arthur Summerfield and the Post Office Department. We were 
surprised that anyone outside the confines of this particular work could be so 
well versed on the problems which the Post Office Department has forced upon 
themselves in recent years. Those of us who have been closely associated with 
the postal service for many years are thoroughly familiar with the mistakes 
this administration has made. And we are cognizant of the many inconveniences 
thrust upon us as patrons of the Post Office Department. From time to time we 
have published our objections to the operations of different postal services but 
the Department has turned a deaf ear to our suggestions. At last we have found 
a man who is not afraid to speak up in the interest of better mail service. He 
knows that it is hard to reach the core of this organization from any level unless 
it isin the mood to listen to our complaint. 

“The recent speedup system is not acceptable to postal clerks. They do not 
approve of being timed on the job. And when they are being checked, they 
become careless when sorting fast. To the members of this club this is one 
of the reasons for so many missorts. 

“We are listing below a few of the things we believe to be worthy of some study, 
or perhaps we should be given an explanation of the reasons for doing things 
in the current slipshod fashion. 

“Some of our members seem timid about making complaints but do not admit 
they are afraid of reprisal. Surely the mail service of a company reporting 
such errors should not be penalized for pointing out any discrepancy in the 
postal system. 

“Some of the larger companies admit that they get large quantities of missorted 
mail. They claim it would involve too much work to stamp them missorted to 
their company by mistake. They simply send them back to the post office without 
endorsements or reasons for delay. Another large company is involved with 
others in exchanging their missorted mail. Is this the proper way to straighten 

out the problem? The most recent delayed mail report from one of our larger 
insurance companies shows an increase in the amount of missort pieces this 
month. 

“Not so long ago, special delivery service was considered the speediest 
possible service and a real safeguard against loss. It was always delivered 
promptly: usually within 2 hours after it arrived at the post office. The 
inessenger was required to take a signature for each article handled and he was 
held responsible for every piece of mail entrusted to him on any given trip. 
Perhaps this frequent and fast delivery was due to an arrangement whereby 
the messenger was paid & cents for each piece of mail he handled. He was 
anxious to take out as much mail as possible and likewise interested in getting 
back to the office quickly in order to get more work and earn more money for 
himself. The fee was then only 10 cents for this fine service. This fee was 
gradually increased and is now 380 cents. Although the fee is considerably 
higher, the services is not as dependable. It lacks any semblance of safety. The 
Post Office does not know how much mail the messenger is carrying with him 
nor where the mail is going. It is little wonder that the messengers are careless. 
They have no responsibility for the mail they carry or lose. This mail is 
supposed to travel on top of a designated bundle but sometimes it is mixed with 
other mail and misses any contact with the special delivery section. In these 
cases, the mail is not even back-stamped and is unduly delayed in the normal 
handling of the mail. Some business houses permit the post office to throw their 
specials in with the regular mail. In fact, the post office recommends this kind of 
service and tries to encourage the mailers to approve this arrangement on the 
grounds that ordinary mail is faster than their messengers can effect special 
delivery. Special delivery mail is often given to the wrong party by mistake 
and has even been processed by another company. 

“Mailers are no longer permitted to mark the value of registered mail. The 
Post Office claims that in marking the value on the envelope it might attract 
thieves and cause the loss of mail. With fees ranging from 50 cents to $4.25, 
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we cannot understand why it is not permissible to show the value. Surely we 
are paying enough to safeguard this important type of mail. 

“Certified mail is really a joke. It is handled in the sloppiest possible fashion 
and is usually delivered to us with the ordinary mail. Yet the fee for this 
service is 20 cents plus postage. Although return receipts are also available for 
this service, these mean nothing to insure prompt delivery. 

“Zoning has also been a mistake from the very beginning. The members of 
this club have been asked to include zone numbers on our stationery. In many 
cases these zones have been changed as many as three times at considerable 
expense to our member companies. Unfortunately, the Hartford office sorts 
all of its mail by scheme knowledge and there would be no point in sorting the 
mail by zone except in the possible breakup of magazines and so forth. 

“The Postmaster General shows little regard for the expense he imposes upon 
the mailers. Every time he raises the postage rates, it costs the members of 
this club to bring their equipment up to date in addition to the money realized 
by the increase. His latest desire to raise the rates on first-class mail to 5 cents 
an ounce or fraction thereof, is absolutely absurd. According to reliable sources, 
this class of mail is presently paying its own way but this is probably the easiest 
way he can find to increase postal revenue. We're in the process of gathering 
more information for later publication in the news. We sincerely believe this 
matter is worthy of careful scrutiny by anyone who may be in a position to 
discuss these problems with the top officials of the U.S. Post Office Department. 
Surely we should be entitled to some consideration in view of the fantastic sums 
of money that we have been paying for postage for many years. We would be 
interested in getting the reaction of Mr. Arthur Summerfield, the Postmaster 
General, or others who might care to comment about the criticisms we have 
made about the Post Office Department.” 


FURTHER STATEMENT OF THE MILLION DOLLAR CLUB, HARTFORD, CONN. 


The members of our organization represent the mailing interest of most of 
the largest insurance and industrial concerns in the greater Hartford area in the 
State of Connecticut. 

We furnish postal revenue in excess of $2 million a year from all of our 41 
representative companies. The proposed increase would therefore mean an 
additional expense to these companies in excess of $500,000 annually. 

The membership of this so-cailed Million Dollar Club is composed of business- 
men who have chosen to make a lifelong career in this particular field of en- 
deavor. Some of our members have retired after 50 years in the business, but 
they are still active in our group. Others are fast approaching their golden 
anniversary in mailing. The service records of all of our members average more 
than 25 years. 

We make this point to show that we have served in this capacity under many 
postmasters and that we are familiar with the workings of the Post Office De- 
partment and aware of the many changes which have transpired throughout the 
years. 

As far back as we can remember the post office has always been considered 
a publie service. This is clearly defined in the Postal Maunal under the heading 
“Mail Classification and Rates” where the rules governing the different classifica- 
tions are set up to give proper consideration to all matters of educational value, 
material for the blind, and nonprofit organizations, franked, penalty and free 
mail, to mention only a few of the many welfare items which amounted to the 
staggering sum of $392.4 million for the year 1955. 

According to the report of the Citizens’ Advisory Council for the year 1955, 
the postal deficit was $362.7 million which is considerably less than the entire 
amount of public welfare expenditures. 

We believe that the public welfare items should not be considered as a part of 
the Post Office deficit. In view of the above statement as per report of Citizens’ 
Advisory Council and the well-known fact that in order for our sponsor com- 
panies to recover this additional $500,000 expense, it might be necessary ‘or 
them to seek ways and means of increasing their revenues through increased 
prices, ete. We wish to go on record as being unalterably opposed to auy postal 
increase in either first-class mail or airmail rates. 

The most common complaints discussed at our meetings are: We have noticed 
that the postal service has been deteriorating for a long period of time, with no 
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relief in sight. Apparently the authorities confine their efforts to cutting downy 
on detail work which in some cases is very important to the patrons of the posta] 
service. 

We have experienced more rate and classification changes during this admin. 
istration than ever before, at considerable expense to our representative com. 
panies. We are having an increasing number of complaints about delayed mail, 
We have had to resort to the practice of sending most mail of all classes yig 
first-class mail to avoid the slower processing of the lower classes. 
has caused a tremendous increase in our postage budget. 

We go along with the majority of mailers throughout the country who feel 
that first-class mail and airmail are presently paying their own way. Some 
utility companies have tried to distribute their own service bills to save postage 
only to learn that the Government has a monopoly on the mail service and that 
they want the business. 

On the other hand they are doing eevrything possible to discourage parcel 
post shipments by raising the fourth-class rates and distance and size limi- 
tations. 

We find that it takes considerably longer to effect delivery to all offices within 
a radius of 200 miles than ever before. We believe that the postal officials 
should concentrate on these things before going to other extremes of sorting and 
reading mail electronically and shooting the mail by rocket to the far corners 
of the U.S.A. 


This alone 


MICHIGAN EpuUCATION ASSOCIATION, 

Lansing, Mich., May 31, 1960. 
Mr. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
Washington, D.C. 


My Dear Mr. Murray: As you know, the House Post Office and Civil Service 
Committee is now considering H.R. 11140, a bill to increase postal rates on 
several categories of mail. 

As the association representing the profession of education in Michigan, we 
seriously question the wisdom in increasing second-class postal rates for edu- 
ational publications and in increasing fourth-class postal rates for educational 
and library materials. We strongly urge that these proposed rate increases be 
deleted from H.R. 11140. 

Recognizing the urgency of promoting the general welfare of the American 
people via educational publications, the Federal Government has for many 
decades given special emphasis to keeping postal rates within reasonable limits 
for educational publications. 

To increase postal rates in these categories would seriously curtail the mailing 
of educational materials to those who need them most. The proposed fourth- 
class rate increases would cause serious financial hardships for school systems 
and colleges. The proposed second-class postal increases would create serious 
problems for official MEA publications; in fact, the postal costs for the Michigan 
Educational Journal, the official organ of the MEA, would be approximately 
doubied if the proposed rates were effected. 

We hope you will give your serious attention and support to this request. 

Sincerely yours, 
E. DALE KENNEDY, 
Executive Secretary. 

P.S.—This letter was also sent to Congressman John Lesinski and Clare E. 
Hoffman of the Post Office and Civil Service Committee. Congressman Charles 
FE. Chamberlain has been sent a carbon copy. 


THE PROGRESSIVE FARMER, 


Birmingham, Ala., June 1, 1960. 
Hon. Tom Murray, 


House Office Building, 
Washington, D.C. 


DEAR REPRESENTATIVE MuRRAY: The Progressive Farmer is strongly opposed 


to the administration’s postal rate increase proposal as presented in H.R. 11140 
and its companion bill S. 3192. 
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In 1958, Congress passed a postal rate bill that had the effect of increasing 
our second-class postage costs over 1958 as follows : 

1959—$35,000, or 11 percent. 
1960—S$88,000, or 27.7 percent. 
1961—$139,000, or 43.7 percent. 

Now, before the third annual increase provided by the 1958 act of Congress 
has become fully effective, the administration proposes another increase that 
would boost our 1961 second-class postage costs by at least an additional $84,000 
per year for 1961 and each year thereafter. This would make the total increase 
in costs for the year 1961 over 1958 costs $223,000, or 70.1 percent. 

The Progressive Farmer is not opposed to a reasonable increase in second- 
class postage rates. In August 1957 in testifying before the Senate Post Office 
Committee, President Butler stated : 

“The Progressive Farmer is not opposed to some increase in second-class rates, 
if Congress feels it is necessary. We have the firm conviction that before any 
increase is made, Congress should establish a postal policy. In setting this 
policy, it should decide what is the true value of the public services now being 
performed by the Post Office Department. To my way of thinking this must be 
done before intelligent action can be taken on postal rates.” 

In the postal rate bill passed in 1958, Congress laid down a postal policy. 
It provided that losses incured by the Post Office Department due to its public 
services be charged to general funds. It further provided that the cost of these 
public services should not constitute a direct charge upon any user or class of 
users of the mails. Cost of all the many services which the Post Office renders 
without charge is estimated to be around $250 million. Admittedly, there is 
some difference of opinion as to the actual cost of these public services. But 
whatever they are, charging them against the mail user is fantastically unfair. 

The Postmaster General has disregarded the postal policy as established by 
Congress in 1958, and continues to include in his figures for Department deficit 
and arguments for rate increases, many hundreds of millions of dollars that 
by all that is fair and right should be charged to the general public. 

Let us say again that the Progressive Farmer is not opposed to a reasonable 
increase in second-class rates, if Congress decides it is needed. But we do pro- 
test vehemently on having to pay rates that are based on deficit figures which 
include hundreds of millions of dollars worth of public services. If these public 
services are worth the money, and we think most of them are, let the public 
pay for them. 

Finally, if accurate cost ascertainment figures prove that an increase in second- 
class rates is in order, let them be reasonable—let them be in keeping with good 
business practice and with due regard to the welfare of those of us who have 
no choice but to use the mails. The Post Office Act of 1958 provides for a 1961 
increase in our second-class postal bill of 43.7 percent over what we paid in 
1958. Let that large increase go into effect before piling another big increase on 
top of it. And if another increase of the size suggested by the Postmaster Gen- 
eral in H.R. 11140 and S. 3192 is necessary, defer it until 1962 and then spread 
it over a period of 3 years. 

Sincerely yours, 
EUGENE BUTLER, 
President and Editor in Chief. 
ALEXANDER NUNN, 
Vice President and Executive Editor. 
FOWLER DvuGGER, 
Vice President General Manager-Treasurer. 


THE Kress, GIFts, 
Westerly, RTI. 

GENTLEMEN: We are making this statement not only in our own behalf but 
also for all other mail-order concerns who find themselves in the same situation. 
We are one of the smaller ones. 

For the past 15 years, we have been in the mail-order business, sending out a 
yearly gift catalog to customers secured through advertising in national shelter 
magazines. We started from “scratch” in 1945 and have steadily built up a 
mailing list, so that now we send out in the neighborhood of 500,000 catalogs. 
The steady increase in the third-class rate has been making it more and more 
difficult for us to show a profit, until we are now on the borderline. If the pro- 
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posed increases in third class go through it will spell doom to us as well as q 
great many other small mail-order concerns like us. 

As the rate goes up we find it necessary to decrease our circulation as well as 
the size of our catalog. This means not only less revenue for the Post Office in 
third-class fees but also in parcel post. Only today, our Westerly postmaster an- 
nounced in the newspaper that May reecipts of this year showed a loss of $2,800 
compared with May 1959. This amount represents the postage which we paid 
last year on a spring catalog and which we eliminated this year because of the 
increased rate. Multiply this experience by all the mail-order people affected and 
you have a situetion similar to an ocean wave—it hurts not only the mailer and 
the Post Office but a multitude of people in many ways. 

Here are a few: 

1. Fewer employees in our own establishment. 

2. Less cartons, paper, packing material, office supplies used. 

3. Less public utilities used. 

4. Papermill, printer, engraver, photographer, commercial artist, and all 
those who supply them, are in turn affected. 

D5. Wholesalers, and manufacturers of items sold through catalogs, as well 
as the people who produce the raw materials are all affected. 

These are only a few of the repercussions to be felt when an industry such as 
ours is on the verge of disaster. 

There are many things about this whole situation to which we strenuously 
object. 

We object to third-class mail being referred to as “junk mail’ not only by the 
Postmaster General but also by some Congressmen. 

We object to the inference that all those who buy and sell by mail are classed 
as morons. I assure you that we have some very distinguished and learned per- 
sons on our mailing list. 

We object to statements we have read to the effect that third-class mail as a 
whole, is filled with items and copy unfit to send through the mails. I venture 
to say that over 99 percent of the catalogs are in good taste and are sent out by 
reputable concerns who stand behind their products and are proud of their 
achievements. 

We object to the misstatement that third-class mail is the main cause for the 
Post Office showing such a large deficit. Is it not true that third-class mail is 
charged with expenses involved in performing many extra services such as: 
Registration of emigrants, duck stamps, documentary stamps, civil service ex- 
aminations, donations, boat stamps, distribution of flags to be used at veteran's 
burials, U.S. savings stamps, and income tax forms? 

Why is so much partiality shown to magazines and newspapers and so little 
consideration given to third class? 

Our future existence depends upon the decisions now being made by your com- 
mittee and we fervently implore you to be fair and unbiased and to remember 
that what you finally decide will be of the utmost importance to a great many 
people. 

Respectfully submitted. 


TDorotHy Kreps. 
WALTER H. Kress, Jr. 


ScCHERING Corp., 


Bloomfield, N.J., June 2, 1960. 
Hon. Tom Murray, 


Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D.C. 

Dear Mr. Murray: Thank you for your letter advising us that you will be 
glad to insert a statement of our views in the record of the hearings being 
conducted by your committee. 

As pharmaceutical manufacturers we feel it is our responsibility to keep 
physicians fully informed of significant developments concerning old as well 
as new products. To do this and hold costs within reason we have depended 
to a large measure on the use of bulk third-class mail. 

Should the proposed increases in postal rates be adopted, we would have to 
curtail materially our informative services to the medical profession. Such a 
step could extend by several months the time necessary for physicians to learn 
about a drug, especially a new one, that could be helping many of their patients. 
Obviously this would be contrary to the public interest. 
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We appreciate this opportunity to express our opinion to your committee for 
consideration before it takes appropriate action. 
Sincerely, 
PAUL J. MICALI, 
Director of Advertising and Promotion. 


STATEMENT OF SAMUEL B. JAFFE, PRESIDENT, WALLACE Brown, INC., 
NEw York, N.Y. 


Mr. Chairman and members of the committee, I would like to submit this 
statement to this committee to explain the impact of increased third-class 
postage rates on the operation of our business and many businesses like ours. 

The firm I represent and am president of is Wallace Brown, Inc., located at 
11 Kast 26th Street, New York City. For 40 years we have been in the business 
of publishing and distributing greeting cards, gift wrappings, stationery, and 
allied items. We distribute our products by mail through house-to-house deal- 
ers, 2 method known as direct selling. This is a method made famous by the 
Fuller Brush Co. 

I would first like to give you a few facts about our business—its size, its 
complete dependence on the mails for its existence, and perhaps a few other 
pertinent facts. As you will see, we are, by the ordinary definition of American 
business, a small business. Because our business is highly seasonal (Christmas 
cards being our major product), we employ from 130 to 275 people, plus several 
hundred more who work for finishing companies used by us exclusively on a 
subcontract basis. As I said before, we are primarily in the mail-order direct- 
selling business and we distribute our products primarily through many thou- 
sands of dealers who are for the most part women who make various amounts 
of “extra money” in their spare time. This “extra money” is used by these 
people to buy those “extra” things they normally could not afford to buy, such 
as clothing, household items, things for their children, and very often to help 
defray educational expenses. 

Now that I have explained only sketchily something about our business, I 
would like to go into our method of operation and the importance that the 
mails play, particularly parcel post and third-class mail. Since we here are 
concerned with third-class mail rates only, I will just mention as a point of 
interest the fact that our expenditure for parcel post in 1959 was about $500,000 
and this year, due to the increased rates in parcel post starting February 1, 
our expenditure will probably be somewhat higher. 

Now we come to the role that third-class mail plays in the operation of our 
business. We normally mail about 8 million letters and circulars a year, which 
in postage alone, at the present rate, means an expenditure of $160,000. This 
constitutes about 60 percent of our expenditure for recruiting our spare-time 
dealers and for the promotion of the sale of our merchandise. Unlike retail and 
general wholesale businesses, the mail-order catalog business cannot adjust 
their prices easily. Our catalogs are published twice a year, and by long tra- 
dition our industry has fairly stable prices, pretty well established at $1 and 
$1.25 per box of cards. 

We have been trying to accommodate ourselves to the general increased cost 
of doing business, and especially to the fast-rising cost of third-class mail. But 
we're finding it very difficult—in fact, almost impossible—to keep pace with the 
steady increases in third-class postage. At any figure above the $20 per thou- 
sand, we are now paying, we are going to have to make some serious adjust- 
ments in our business, which could result in a partial curtailment of some part 
of our operation. This could only result in a serious reduction of employment, 
not only in our own plant, but in the many other firms that do work for us, such 
as printing firms, mailing houses, paper companies, ete. It would also result in a 
shrinkage of our parcel post expenditure, and last, but not least, in the loss of 
income to the post office in first-class mail revenue. 

We publish and distribute over 100 million greeting cards a year. This, of 
course, results in large revenues for the post office via first-class mail. I men- 
tion this fact to you because I’m trying to show the interrelation of the use 
of our products and the importance they play in producing activity and revenue 
for the post office. 

All my life I have been taught and told, through one means or another, that 
the postal service and particularly, third-class mail and parcel post are im- 
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portant economic tools through which a business can be built. They certainly 
have played an important role in the economic life of vur country. I don’t think 
I have to tell you gentlemen how large the direct-mail-order business is in 
America—how much paper is used, how much printing is used, how much em- 
ployment is given and all the other factors that go into this business. Now, 
suddenly, we are being told, through the means of what we can only call puni- 
tive postal rates and unfair propaganda, that it can no longer be made available 
to us. By this I mean that we can only afford to use third-class mail at rates 
which would allow us to live, prosper, and pay our taxes. In short, I doubt 
very seriously whether we can successfully operate our business with another 
increase in these rates coming on the heels of a 3344 percent increase third-class 
postal rates on January 1, 1959. An additional one-half cent increase would mean 
an extra $40,000 expenditure for us, which would about wipe out our profits. 
Any further increase would mean a loss for us. In addition, I am convinced 
that it will not help to reduce the postal deficit, but rather it will act in reverse 
by cutting heavily into the revenues of the post office by decreasing also the use 
of first class and parcel post. This is so because all the business activity that 
comes from the use of first-class mail and parcel post, by us, our dealers, and 
the consumer public. 

Our firm is just one of thousands like us throughout America—all of them 
are primarily small businesses who depend in varying degrees on the use of the 
mails for their very existence. It is paradoxical and ironic indeed that the U.S. 
Congress is terribly concerned with the plight of small business and is con- 
tinually searching for means to help them keep alive, and yet postal rates are 
being suggested which can only hurt them and hasten their demise. 

Gentlemen, I beg your indulgence and ask you to consider deeply your delibera- 
tions in this matter, to understand fully the impact that these punitive rates 
will have on the many thousands of small business firms throughout America. 

Thank you. 


STATEMENT OF CHARLES R. LARSON, PRESIDENT, NATIONAL RURAL LETTER CARRIERS’ 
ASSOCIATION 


My name is Charles R. Larson. I am president of the National Rural Letter 
Carriers’ Association, an organization representing the rural letter carriers of 
the Nation. Our membership is currently 36,720. 

This statement is filed to support action by this committee and the Congress to 
increase postal rates. We feel action is necessary in order that the intent of 
present law (Public Law 85-426) may be carried out. The law states: “Postal 
rates and fees shall be adjusted from time to time as may be required to pro- 
duce the amount of revenue approximately equal to the total cost of operating 
the Postal Establishment less the amount deemed to be attributable to the per- 
formance of public services * * *,” 

The financial picture, as presented by Postmaster General Arthur E. Summer- 
field, clearly demonstrates that postal rates and fees do not now produce revenue 
to meet this statement of policy as set forth by the Congress in law. 

Factual data on the expansion of the postal service, and the increasing costs 
of providing this service to the American public, clearly show that the costs of 
operation have, and will continue to far outstrip the revenue generated by the 
present postal rates. The population growth, coupled with constantly increasing 
use of the mails, make it inevitable that the costs of providing the postal service 
to the Nation will continue to rise. 

The age-old question of what portion of this service represents a type of 
public service which should be “free,” insofar as charges to the mailers, will 
probably never be adequately resolved in a manner to meet with unanimity of 
opinion or full agreement among all parties concerned. In one way or another, 
however, the money must be provided to operate this vital Government service. 
We trust that sufficient funds will always be provided to permit the Post Office 
Department to continue to improve the service by the use of advanced methods 
and technology, combined with the best efforts of dedicated postal workers. 

We feel certain that the American public wants its postal service to be a 
superior type of service function. This association feels that the most equitable 
manner to pay for this service is to assess the costs to those who use the mails, 
particularly to those who use the mails for business and commercial purposes. 
The general taxpayer should not be required to subsidize, through unrealistic 
postal rates, business ventures conducted solely for profit. We are confident 
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that the taxpayers would never object to paying through general taxation for 
those items clearly deemed to be of a public service nature. We are also confi- 
dent that the general public would give wholehearted support to legislation 
which would more nearly assess the actual costs of the postal service to those 
who use that service. 

We trust the committee may see fit to act on this legislation in order that our 
postal service may be placed on a more nearly self-supporting basis. 


FLORIDA EXPRESS FRUIT SHIPPERS ASSOCIATION, 
Orlando, Fla., June 2, 1960. 
Hon. Murray, 
Chairman, Committee on Post Office and Civil Service, 
House Office Building, Washington, D.C. 

DeaR REPRESENTATIVE MuRRAY: Please accept this prepared statement on be- 
half of the Florida express fruit shippers industry to be used by the House Post 
Office and Civil Service Committee regarding legislation on various bills to read- 
just postal rates now being considered by your committee. 

My name is William A. Stubbs. I am secretary-treasurer of Florida Express 
Fruit Shippers Association, with offices located at 122844 North Orange Avenue, 
Orlando, Fla. 

I have held this position since May 1951. Florida Express Fruit Shippers 
Association is a nonprofit cooperative corporation whose 250 members have volun- 
tarily associated themselves together to further, in general, the interests of all 
those who sell Florida citrus fruit for delivery by any transportation agency 
direct to consumers, which represents by direct membership the majority of the 
yolume of express citrus fruit shipped to consumers from Florida. 

The express fruit shipping industry of Florida, in the 1959-60 season, moved 
almost 3 million packages of citrus to individual consignees in the various States. 
The retail value of these packages is an estimated $21 million. This business is 
obtained in two ways. During the tourist season many visitors will send 
packages of citrus home to their friends and relatives as a gift. And this is how 
the business was originally developed over 50 years ago. The names and ad- 
dresses of the consignors and consignees of these citrus packages then gave our 
members a nucleus to work with in developing a direct-mail program, which is 
extensive. A recent industry survey, 100 members reporting, indicates that over 
55 percent of their total business is obtained from direct-mail advertising. 

The people I represent are largely in small businesses. Most of them are fam- 
ily affairs where the husband and wife work as a team in an attempt to make a 
living. Over 68 percent of our members are actual growers of citrus fruits, and 
many of them have come into the business to be independent of the fruit buyers 
who obtain citrus for the accounts of large commercial packinghouses and can- 
ning plants. 

In 1948 a Senate subcommittee of the Committee of Agriculture and Forestry 
conducted hearings in Florida to hear the plight of the growers of citrus who 
were selling their crops that year at below production costs. While the advent 
of frozen concentrate has been a boon to the Florida citrus grower the last 12 
years, many remember the lean periods and seek to develop a market through 
direct mail and tourism which will protect them during years of overproduction 
and low on-tree fruit prices. Early estimates indicate that Florida may have its 
first 100 million box crop of oranges next year. This will create marketing prob- 
lems for the industry, which will make it more imperative than ever to keep every 
avenue of sales open. The committee should consider that the Florida citrus 
grower does not receive any of the billions of dollars poured each year into a 
subsidy program for the basic agricultural crops, 

My industry survey showed the 100 members reporting mailing 932,463 pieces 
of third-class mail at the bulk rate. We are an industry that requires this 
particular classification of mail because— 

(1) The cost of postage plays a part in how much advertising and solicita- 
tion for sales we make through the mail. 

(2) It fits the seasonal nature of our industry. When our membe’s mail 
in December, they may obtain a response of almost 40 percent of those on 
their list because of the value placed on citrus as a Christmas gift. However, 
after December, when varieties such as Temples and Valencia oranges ma- 
ture, their return on a direct mail program to the same list may only be 


55906—60——_39 


nly 
ink 
vir, a 
ni- 
ble 
tes 
ler 
LSS 
an 
ts. 
ed 
‘se 
ise 
at 
nd 
m § 
1@ - 
n- 
: 
; 
r 
f 4 
| 


588 POSTAL RATE REVISION 


1 to 3 percent. Consequently, low postal rates are extremely essential if 
shippers from Florida are to continue mail solicitations for business at that 
time of the year. While a small increase in mail rates might seem insigng- 
cant in the overall cost of a mailing program, it must be considered that our 
packages only sell for an average price of approximately $5 f.0.b. Florida. 
We are not selling automobiles, but a low-priced agricultural commodity, 
where the markup in dollars and cents per package is not very great. 

Almost 40 percent of our members’ business is done in December. Consequently, 
there are many times during the year when business is slow, which enables the 
shipper to take the necessary added time in the preparation of bulk mail. And 
this is one of the most important points for the committee to consider. Every 
small business does not operate at the same volume level during any business 
period. If these same businesses can utilize some of this unproductive time to 
perform some of the functions of the Post Office, as is done in the preparation of 
third-class mail offered at a bulk rate, and thereby reduce their mailing costs, 
then these businesses must be given the opportunity to do this. The Post 
Office is a monopoly ; a monopoly not in the manner of one which charges all that 
the traffic can bear, or takes advantage of those it serves, but a monopoly in the 
sense that there is no one else to deliver our mail. Therefore, it is the duty of 
Congress to see that the postal system gives business the opportunity to perform 
some of the postal mail functions in order to reduce mail rates on material which 
is sent out to obtain business, and which in turn makes our economy a more 
healthy one. The very basis of a free economy is one of choice. Individuals or 
firms have a choice to engage in economic activities which perhaps they can do 
more efficiently than others, and thereby realize a profit and usually a reduction 
in cost of the finished product. The Postmaster, in his efforts to do away with 
third-class mail, either through legislation or increased rates, wishes to remove 
this area of choice which is so essential to our survival through direct mail adver- 
tising. 

In 1956 your committee conducted hearings on H.R. 9228. The authors of 
H.R. 9228 stated that “In the exercise of its power to determine and prescribe 
a fair and reasonable domestic postal-rate structure, the Commission shall con- 
sider, among other factors, (1) the effect of the rates on the movement of mail 
matter for which the rates are prescribed.” This is a very vital point on which 
your committee is now very concerned with as much as it was in 1956. My indus- 
try survey showed that 74 percent of those reporting indicated that higher postal 
rates would reduce the quantity of mail they send out. An increase in rates is 
not always the cure for a postal deficit. The postal system is one with large fixed 
cost. If a large percentage of mail is eliminated because of increased postal 
rates, it is quite possible for the cost of the remaining mailing pieces handled 
by the Post Office to increase. And who is benefited under such a proce 
dure?—certainly not the taxpayer, small business, the consuming public, the 
postal system, or the economy of this country. In 1959 third-class mail repre- 
sented 28 percent of all mailing pieces handled by the Post Office. Maybe Post- 
master Summerfield can gamble with the effect increased rates may have on this 
volume so important to the postal system, but the growers of citrus fruit in 
Florida cannot. Therefore, we ask that the committee consider very carefully 
any legislation to increase mail rates. 

Thank you for receiving this statement, and its insertion in the record. 

Most cordially, 


WILLIAM A. Srusss, Secretary-Treasurer. 


STATEMENT OF EpWIN G. HERRING, ASSISTANT VICE PRESIDENT, DIAL FINANCE 
Co., Des Mornges, lowa 


Dial Finance Co. is engaged in the business of making cash installment 
loans in amounts of $2,500 or less to employed individuals. We have 150 
branch operating units located in 101 cities and 21 States. We employ a total 
of 1,079 people. Our business is licensed, regulated, and our rates of charge 
are set by statute or regulatory bodies established by statute in each of the 
States in which we operate. 

For 30 years or more we have used direct mail advertising as the means of 
acquainting potential customers of the service which we have to offer. We 


use other advertising media ; however, direct mail has been the only media we 
have used year in and year out. 
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We operate a mailing department employing 24 persons and a printing depart- 
ment employing 22 persons, of which 13 are engaged primarily in the production 
of direct mail advertising. This is a total of 37 individuals engaged in the 
preparation and mailing of third-class mail. In recent years, our annual quan- 
tity mailed has varied from 10,800,000 in 1956 to a high of 16,500,000 in 1958. 
In 1959 we mailed slightly over 14 million pieces. 

Since 1925 we have made a specialty of lending by mail to worthy borrowers 
who live predominately in small communities and rural areas which are com- 
pletely lacking in the type of credit service we offer. We now serve 33,268 
customers completely by mail, and a majority of these people were advised of 
the service we offer through the medium of third-class mail. 

The use of third-class mail has been important to our company, and its em- 
ployees, and to many of our customers it has been a means of locating a source 
of funds with which they could meet emergencies, consolidate their debts, or 
purchase goods for which they might not otherwise be able to obtain credit. 

In our use of third-class mail, postage is the largest single item of expense 
incurred. Our mailing costs vary from approximately $37.50 per thousand to 
$48.85 per thousand, depending upon the size, quality, and number of inserts 
in the assembly. Of this cost, $20 per 1,000 pieces, or approximately 50 percent, 
is postage expense. The remaining 50 percent covers the entire cost of our 
production and mailing of the advertising assembly, including the miscel- 
Janeous operations required in preparing this mail for acceptance at the third- 
class rate. These operations are: Affixing postage in a form so that cancella- 
tion by the post office is unnecessary, facing, sorting by cities and by States, 
tying, sacking, tagging the mailbag for distribution to trains, delivering to 
post office, furnishing a mailing statement of the number of pieces mailed, and the 
total postage cost of the mailing. In addition, we accept delayed service for the 
delivery of this mail to its final destination. 

Ninety percent of our third-class mail delivered to the post office is ready to 
be placed on a train for delivery to the city or State terminal for which it is 
destined. Seventy-six percent is ready to be sorted to the carrier and 14 percent 
will go to a State terminal for sorting to the community in which it is to be 
delivered. Only 10 percent of our mail requires any handling at the post office 
in which it is posted. 

The payment of postage on this mail is made in large amounts by advance 
deposit. In 1959 we paid our $280,000 third-class postage bill by issuing 14 
checks of $20,000 each. This minimizes the number of transactions for the pay- 
ment of postage as compared to other classes of mail. 

Since our rates of charge are fixed by the regulatory body in the States in 
which we operate, increased postage expense is not something we can pass on 
to our consumer. Our mailing costs are already at a very low figure and there 
is little opportunity for us to offset increased postage with a reduction in other 
production costs. Any increase in third-class rates beyond the present 2-cent 
rate will price us out of the third-class mail market. 

Any increase in postage rates will affect Government revenue from the income 
tax. For a company spending $100,000 per year on third-class postage, a 
one-half cent increase in third-class postage rates will increase its postage 
expense and tax deduction $25,000 per year—assuming the quantity mailed 
remains the same. If this company is in a 52-percent income tax bracket, 
this $25,000 increase in its tax deduction will reduce the revenue of the general 
fund by $13,000, leaving a net increase to the Government of only $12,000 
rather than $25,000. Also affecting Government revenues is the income tax 
on our own profits generated as a result of third-class mail and income taxes 
on salaries of our own employees and the employees and profits of our suppliers 
of mailing equipment and materials. 

If increasing the postage rate results in taking money out of one govern- 
mental pocket and putting it into another, then business should not be priced 
out of a worthwhile service merely because it looks good on one side of the 
ledger. 

Our position with respect to third-class mail rates is as follows: 

1. Postage now constitutes approximately one-half the cost of our direct 
mail advertising. Further third-class postage increases will not improve the 
pulling power of our advertising, cannot be passed on to our consumer, and 
eannot be offset by reduction in our own production costs. Because of the 
high ratio of postage to other costs, any increase in postage rates will result 
in a reduced volume of third-class mail used by our company and will not 
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produce the 25 perce 
as we are concerned. 
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nt increase in revenue anticipated by the post office insofar 


Postage rate increases in 1952 and 1959 have already placed a heavy bur- 
den on a major uncontrollable portion of our mailing costs. Futher increases, 
including the one-half cent scheduled for July 1, 1960, will make the cost of 
direct mail asa mass media prohibitive. 

3. In view of our acceptance of delayed service and the amount of work we 
do prior to mailing, we believe existing rates on third-class mail are sufficient 
and should be maintained. 


THE FARMER-STOCKMAN, 


Oklahoma City, Okla., June 1, 1960. 
Hon. Tom Murray, 


Chairman, House Post Office and Civil Service Committee, 
Old House Office Building, Washington, D.C. 

Dear Mr. Murray: For nearly 50 years the Farmer-Stockman has been sery- 
ing farmers and ranchers in the Southwest to help them farm better and live 
better. This has been possible by use of second-class mail to deliver copies of 
our magazine to its subscribers. Today we mail more than 430,000 copies each 
month to people in this area who are dedicated to producing the food and fiber 
necessary for our existence. 

This longtime service to people engaged in agriculture should place the 
Farmer-Stockman among the highest in priority in second-class mail usage 
with assurance of reasonable postage rates. Because of this, we are opposed 
to the increase in second-class postage rates proposed in bill H.R. 11140. 

From what we have heard and read, there seems to be discrepancies in ways 
of figuring costs for handling second-class mail. Also, the Post Office Depart- 
ment seems to have lost sight of the Postal Policy Act of 1958 when stating 
that in 1959 there was a deficit of $303 million for this type of service. 

If the costs of second-class mail were reduced by 50 percent as they were 
under the formula of former Deputy Postmaster General Maurice Stans, and 
if the full value of public services called for in the Postal Policy Act of 1958 
were credited, the actual deficit from second-class mail would be under $50 
million. In connection with second-class mail, we believe the conclusions reached 
by McKinsey & Co. are misleading. 

Due at least in part to increased second-class mail rates, the cost of postage 
for the Farmer-Stockman in 1959 increased 40 percent over the year before. If 
one-half cent per copy is added to the reading and zone-rate charged, our 
postage would be increased another 76 percent or nearly 150 percent more than 
the postage bill was in 1958. For reasons well known in the publishing busi- 
ness, this big jump in costs could not be passed on to subscribers or advertisers. 

Profits in the farm-paper publishing business have been at a minimum in 
recent years. There is no doubt but what a iarge increase in costs—such as 
the proposed bill to increase second-class postage—could put guite a few 
farm publications out of business. 

We sincerely urge that your committee give serious consideration to this 
most important matter. 

Yours very truly, 
J. H. Hunter, Director of Advertising. 


HaBanp Co., 


Paterson, N.J., June 2, 1960. 
Hon. Tom Murray, 


Chairman, Committee on Post Office and Civil Service, iouse of Representatives, 
Washington, D.C. 

Dear Sir: It was very disappointing to learn that I am not to have the op- 
portunity to appear before your committee and show you the deadly seriousness 
to Haband Co., its 200 employees, and its many, many suppliers, of the new rates 
proposed for third-class mail. There are two arguments which I had wanted to 
present. One completely unchallengeable. The other one rather spectacular if 
I could have presented it in person. I will set them both down in writing in 
this letter and hope that they help you in reaching your conclusions. 

First, I want to present the blunt, brief, and unassailable fact that the new 
rates proposed for third-class mail will put Haband Co. out of business. 

Here is the proof: Our report to the Internal Revenue System for 1959 re- 
cords the highest annual dollar volume of business we ever had. 
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report shows, we nade a relatively satisfactory profit on it. But hear this. Had 
the new rates been in effect in that year, that entire profit, plus ail compensa- 
tion to the management (we are a partnership, not a corporation) would have 
been completely wiped out. On top of that, we would have carried over a five 
figure deficit in starting the new year. It’s just as simple as that. It’s just as 
pad as that. 

Please note that we referred to our high dollar volume in 1959. This was due 
to hard work, heavy investment in automation and inventory, and the ultimate 
development of all the mail-order techniques we have learned in our 35 years 
of practice. The fact that a profit was worked out of it in spite of the rate in- 
ereases in third-class mail and the many other inflationary developments in 
jabor, materials, and taxes, gives lie to any idea that the McKinsey group, or 
anyone else, could squeeze out additional profits through any such nit-picking as, 
“jmproved mailing lists,” ete., ete., etc., to overcome the unrealistic new postal 
rates. 

The second demonstration I intended to offer you was a new and a concreie 
demonstration that the public wants to receive direct mail. Others will point 
out that we wouldn’t be mailing our circulars if people didn’t open them, read 
them and, above all, act on them. Apparently, the opportunity to buy by mail is 
important to millions of people and I am going to show you that there are 
those who even invite direct mail. 

To that end, I am sending over 600 letters and postcards to you, every one of 
which is from an individual, including business and professional men, some- 
where in the United States, big cities and small cities, east and west, north and 
south, requesting us to send our advertising to them. Let me explain how this 
accumulation came about. 

Over the weekend of April 2 and 3, I heard that some Congressman had ex- 
pressed a willingness to let third-class mail die because, ‘No one wants the stuff 
anyway.” On Monday morning, April 4, I returned to this office and started 
this collection of letters which I am sending you. 

These letters came from prospective buyers who have never heard from Haband 
Co. directly. We publish no advertising of any kind, nor do we do any radio 
or television selling. We don’t ask our customers for the names of their friends. 
We advertise only by direct mail. None of the writers of these 600 letters had 
received any direct mail from us, but had heard about us and wanted our 
circulars. 

Of course, we complied with their requests. About 35 percent of them, or 
more than 200, have or will order merchandise from us. This is a fairly stand- 
ard rate of response on this type of inquiry. The number of these inquiries will 
increase as the fall approaches and the complete year will bring us approxi- 
mately a total of 10,000 of them. It seems to me that this is a very dramatic 
and conclusive demonstration that the public does have an interest and ad- 
vantage in the operation of the direct mail business. And, the argument should 
be given full weight against the arguments of interested parties who state 
blandly that the public doesn’t like to get direct mail in spite of the billions the 
consumer expends as a result of third-class mail. 

It is my hope that you will give a quick glance at the 600 letters I am sending 
you and that if the opportunity presents, you will allow other members on your 
committee to see them also. When they have served your purpose, Mr. Mur- 
ray, please dispose of them. There’s no reason at all for returning them to 
us. 

Thank you for allowing me to present this information this way, in view of the 
fact that circumstances compelled you to deny me the opportunity of appearing 
before you in person. 

Very truly yours, 
M. HABERNICKEL, Jr: 


STATEMENT OF K. STANLEY ZOLYN, WESTFIELD, MAss. 


My name is K. Stanley Zolyn. I am secretary of White Industries, Ine., of 
Westfield, Mass., doing a retail business under the name of White’s Quaint 
Shop and Arthur T. White, “The Magazine Bargain Man,” wholesale under 
the name of Thomas Terry Studios. 

Arthur T. White started this business as a 16-year-old on a farm outside 
Westfield 47 years ago after being severely stricken with polio. He is still 
active in the business. The first years were difficult ones and the first customers 
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were few. But after a long, hard struggle satisfied customers began to tell 
friends and the list grew and grew. Today we have customers in all States, 
many of them still with us from the beginning, many others for 20 and 25 years 
and longer. The business has been built on a guarantee of satisfaction or 
your money refunded and the fact these loyal customers order from us year 
after year is proof of their good will and satisfaction. 

We are a small company selling by mail greeting cards, gifts, stationery, 
household items, and magazine subscriptions. Ninety-eight percent of all our 
orders come to us from literature sent by third-class mail. We use first-class 
mail to acknowledge orders and answer correspondence; parcel post to ship the 
biggest percent of our orders. 

That is why postage rates are most important to us. Postage, including 
third class, first class and parcel post costs us 1814 cents out of every dollar's 
worth of merchandise we sell. For a 12-month period postage has cost us 
$515,896. 

Before detailing the extreme jeopardy in which any further postal increases 
will place us, let me point out what we as one small company mean to our 
own local Westfield, Mass., post office. In this community of about 23,000 
population we are provided with both a main post office and a branch office. 
Last year total receipts from both offices ran somewhat over $900,000. Of 
this amount our company alone provided well over 50 percent of these receipts 
or the amount mentioned above, $515,896. 

An important point which we cannot forget is this. Regardless of what 
happens to White Industries, Inc.—whether we continue to survive and prosper 
or go broke—these two offices will still have to be maintained by the Post Office 
Department to serve the citizens of our community. 

Were we as a company not in town to contribute so heavily to the revenues of 
the post office, it is difficult to see how its costs of operation would drop in 
proportion since so much of our mail is bulk third-class. In addition to paying 
for the privilege of using this class of mail we do a large portion of the work 
involved including picking up incoming mail and trucking outgoing mail to 
the post office. Before actually delivering to the post office, we must sort it 
earefully, count it, cancel, face, tie, and sack it, labeling the sacks carefully. 
In other words, for the over $500,000 we pay to the local post office annually, 
the labor involved for it is minimal. And even this is performed after other 
classes of mail have been worked, in off hours and off periods. 

To provide proper service for 23,000 citizens much of the labor force would 
still have to be retained even though we weren’t around to provide the sub- 
stantial sums which the Westfield post office presently derives from us. Per- 
haps a proper question to be asked is where does a small post office find better 
than a half million dollars, should it through the shortsightedness of depart: 
mental policy one day find itself searching to replace some part or perhaps all of 
this revenue which it has been receiving in ever-increasing amounts for 47 years? 
Would it not seem wise for the Post Office Department to encourage the con- 
tinued existence of our company and thousands like us rather than beating 
us to death with never-ending demands for postal increases? 

When third-class mail advanced 33144 percent on January 1, 1959, our costs in- 
creased about $35,000 extra annually. It increases again July 1, 1960, and this 
will cost us $35,000 more. That’s a jump of $70,000 on third-class mail alone 
in just 18 months. And this on top of previous increases, all of which total a 
jump of 150 percent on the minimum piece rate since 1952. 

But that isn’t all of the story. On February 1, 1960, parcel post advanced 
from 17 to 35 percent based on zone and weight. That’s an average of about 
25 percent. Since the bulk of our business is done in the fall months, this extra 
cost to us can only be estimated. But based on the months the new rate has 
already been in effect this increase will add about $85,000 annually to our 
postage bill. 

That means we'll be paying $155,000 more each year for postage than we paid 
before January 1, 1959, on the same volume of business. 

Do you wonder why we are not only worried but actually scared? Our profits 
after taxes are less than 2 percent, even without these increases, on which of 
course Federal and State taxes are paid. Now with the possibility of profits 
dropping to practically nothing or the even grimmer possibility of going into 
the red everybody will be the loser, including the Post Office and Internal 
Revenue Departments. 
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The increases already on the books threaten the livelihoods of individuals 
working in our company—some as long as 35 years. Our year-round force con- 
sists of over 100 people, this being increased to 250 or more men and women in 
our busiest seasons. Wages and bonuses totaled $526,815 this past year. This 
js about the same as our annual postal expenditure which clearly disproves the 
theory advanced in the McKinsey study that postage rates are a small part 
of the operating expenses of small business. With us, for every dollar we 
spend for salaries and bonuses, an equal amount is spent with the Post Office 
Department, and these latter expenditures will increase substantially as a result 
of parcel post increases last February and the $5 increase going into effect 
July 1, 1960. 

As a result of past increases we used every conceivable means to cut operating 
costs and increase our volume of sales. We've installed machinery, gone over 
all systems with a fine-tooth comb to tighten them up, have impraved worker 
efficiency where possible, and employed outside consultants to assist us. As a 
result we Seem to have reached the limit. How to save additional amounts to 
offset even a fraction of the vastly increased postage costs which will be fully 
in effect this fall is utterly beyond us. 

There are thousands of small business users of the mails like us. But because 
of these small companies, many millions of dollars are poured into the economy 
of the country annually. Take our own business as an example. We spend our 
money with printers, artists, manufacturers of machinery, paper, and cartons. 
We buy our merchandise from hundreds of manufacturers. These companies 
from whom we buy in turn do business with other companies which also em- 
ploy thousands of people. Those companies make profits and pay taxes. The 
workers pay taxes, buy food and merchandise, each in this own small way 
adding his share toward building a healthy economy. 

One of the most erroneous pieces of propaganda in this question of postal 
rates is advanced by the McKinsey study when it states, “We believe that few if 
any advertisers have entered the field merely because postal rates were low, and 
we seriously doubt that any will leave it solely because of a moderate increase 
in rates.” This so-called moderate increase in minimum piece rate of 150 per- 
cent since 1952 may not worry the big automobile makers or steel companies 
when their use of the mails to sell merchandise is an infinitesimal part of their 
selling plan. To us, and others like us, a 150 percent increase which now equals 
our expenditures for salaries and bonuses is a most serious problem. We en- 
tered the field 47 years ago, not because of low postal rates, but because it was 
about the only way a young man, recovering from polio could earn his livelihood 
and become independent. Over the years we have grown, contributing to the 
Government, to the community, and to individuals who have been loyal to the 
organization. We sincerely request the privilege of being able to continue 
doing just this. 

But “moderate increases” of 150 percent in 8 years do not permit small busi- 
ness to operate successfully and to build for the future. If we can’t make a fair 
return on the money invested and the risks involved, we can’t make jobs. 
Without jobs neither we as a company nor our individual employees can pay 
taxes. 

All we ask for is time to see if we can absorb the present postage rates, 
to find out where we stand and what we can do to continue in business. We 
earnestly hope that your committee will recommend the continuance of the 
present $20 per thousand bulk third-class rate and to rescind the new $25 rate 
due to go into effect July 1, 1960. 

Thank you for this opportunity to be heard, Mr. Chairman. 


TYRONE, Pa., June 7, 1960. 
Hon, THOMAS MuRRAY, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C.: 

Am informed that majority of your committee against any postal increase 
this year. I urgently recuest you and your committee members to disregard 
additional pleas from Postmaster Summerfield. Small businessmen cannot 
possibly absorb another postal increase, especially in third-class mail, since we 
are already facing an increase July 1. Your support is earnestly solicited. 

GrorGE C. WItson ITI, 
President, Wilson Chemical Co. 
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The Cuarrman. That concludes the list of witnesses who were 
scheduled to appear this morning. 


The committee will now stand in reeess until 10 o’clock tomorrow 

morning. 

The Post Office Department officials will appear at that time to 

present whatever testimony they see fit to present in rebuttal. 
(Whereupon, at 12:20 p.m., the committee recessed, to reconvene 

at 10 a.m., Wednesday, June 8, 1960.) 


He 
tee 
O 
al 
de 
t 
] 
2 
| 


Were 


TOW 


to 


ene 


POSTAL RATE REVISION 


WEDNESDAY, JUNE 8, 1960 


Houses or RepresENTATIVES, 
oN Post Orrice AND CIviL SERVICE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a.m., in room 215, 
House Office Building, Hon. Tom Murray (chairman of the commit- 
tee) presiding. 

The CuarrMan. The committee will be in order. 

The hearings will be resumed on the postal rate legislation now 
pending. 

We hope to conclude the hearings today and the officials of the Post 
Office Department, including the Postmaster General and his assist- 
ants, have been invited to appear to make what other presentation they 
desire as a close to the hearings. 

We have General Summerfield with us this morning and Assistant 
Postmaster General Gillette, Assistant Postmaster Genera] Barnes, 
Mr. Noble, Deputy Assistant Postmaster General and Controller, and 
Mr. Eden, of the Postal Rate Division, Bureau of Finance. 

In what order do you gentlemen desire to appear? Do you desire 
to be heard first, General ? 


STATEMENT OF HON. ARTHUR E. SUMMERFIELD, POSTMASTER 
GENERAL 


Mr. Summerrtevp. I would like to speak first, if I may, Mr. Chair- 
man, 

I have a general statement with exhibits for the record and will 
present a summary of the statement. 

The Cuatrman. Without objection, the statement will be made part 
of the record at this point. 

(The statement and exhibits follow :) 


STATEMENT BY Mr. SUMMERFIELD TO THE House Post OFFICE AND CIVIL SERVICE 
COM MITTEE 


Mr. Chairman and members of this committee, I am here today to answer any 
questions that the members of this committee may care to ask concerning the 
postage rate increases proposed in H.R. 11140. 

Before I do so, Mr. Chairman, I would like to speak very frankly on a num- 
ber of issues and charges that have been raised by several individuals and 
organizations since my appearance here on May 10. 

During the course of a lengthy proceeding such as this, the committee neces- 
sarily hears much controversy. This committee has a right to anticipate, how- 
ever, that whatever information and opinions are presented here by witnesses 
would stem from a conscientious and scrupulous examination of issues and the 
facts surrounding them. 
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I regret to say this has not always been the case. 

It is not my aim to impugn the integrity of any witness who has appeared in 
opposition to the administration’s rate bill. But I cannot leave unanswered the 
numerous fabrications and inaccuracies which now appear in this record. Nor 
can I leave unanswered the charge that “the Post Office Department has given 
you a distorted view * * * either by misrepresentation or omission of data.” 
Mr. Chairman, I trust that the members of this committee have not lost sight 
of the main issues as a result of the concerted effort by some self-serving busi- 
ness groups to muddle and confuse the facts. 

The problem I laid before this committee, very briefly, is this: In the 18 
years from 1947 to 1959, the total deficit resulting from the operations of the 
postal service was $6.8 billion. As this chart illustrates, that deficit was equal 
to nearly half the increase in the national debt in that period. To be sure, 
attempts have been made to brush this aside and to mislabel it as something 
other than a deficit. But no one can dispute that nearly $7 billion was siphoned 
away from the general funds of the Treasury to make up a deficiency in postal 
receipts. 

In the current fiscal year, we will incur a deficit of more than $600 million. 
And in the forthcoming fiscal year, unless this Congress acts very quickly, an- 
other $600 million deficit will arise. 

The central issue before this committee is whether we shall continue to bur- 
den the taxpayer with these deficits, or whether we shall ask those who use the 
mails to pay more postage. 

In this connection, it is important that we underscore a major distinction 
between financing the postal deficits through Treasury funds as compared to 
financing them through higher postage. It is not simply a matter of asking our 
citizenry to substitute payments in one form for another. If that were all 
that is involved, there would be little point in raising postage rates. And for 
that matter, no purpose would be served by charging any postage. Mail 
service would be free to all and the full costs would be defrayed from general 
tax receipts or Federal borrowing. 

If you agree that free postage from all mail service is an absurdity—as I am 
sure you do—then I believe you must also agree that the burden of meeting 
our postal deficit must fall on those who are responsible for incurring that 
deficit. The principle is precisely the same. The only difference is one of degree. 

Now, let me illustrate why it is grossly unfair to require the taxpayer rather 
than the mail user to finance the postal deficit. All of us pay taxes, and the 
Government derives the largest share of its revenues from the wages and salaries 
of some 70 million individuals. Although the individual taxpayer accounts for 
the major share of our Government’s tax revenues, he generates less than one- 
fourth of our mail volume. More than 75 percent of all mail is business mail. 

We have just completed a nationwide sampling survey which confirmed our 
earlier findings that about 75 percent of all first-class mail originates outside 
our households. 

Second class, except for a trickle of transient mail, is entirely publishers’ 
mail. Currently about 26,000 publications share the second-class mail service, 
and a handful of giant publishing firms account for most of the mail volume. 

In the case of third class, about 80 percent consists of bulk mailings, primarily 
by direct-mail advertisers. Some 250,000 patrons hold permits for third-class 
bulk mailings. These bulk mailings and a fair portion of all single-piece third- 
class mail originate outside our households. 

It is apparent, then, that the postal deficit is basically a business-incurred 
deficit. But the general taxpayer picks up the tab for most of that deficit. It 
is precisely that inequity which this committee must consider. 

Mr. Chairman, it is the constitutional privilege of every citizen and taxpayer 
to appear before this committee. But it is a regrettable characteristic of our 
legislative process that the nonbusiness taxpayers are rarely represented at a 
hearing of this type. The reason may be reticence, lack of organization, or 
simply inertia. Whatever the reason for their absence, their interests are still 
of paramount importance. 

The interests of our taxpayers will not be served by inaction on postal rate 
matters. The consequence of inaction is simply the perpetuation of a deficit 
which all of us must finance as a subsidy to relatively few business mailers. 
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RESPONSIBILITY FOR DEFICITS 


Mr. Chairman, I should like to emphasize, very frankly, that the responsibility 
tor the deficits we have incurred rests largely with the Congress. 

Since 1952, the annual cost of operating the Post Office has increased by more 
than $900 million. And most of this increase came about as a result of higher 
wage rates and employee fringe benefits approved by the Congress. Had these 
added costs not materialized, the deficit we face today would have been eradicated 
long ago. 

Most of these higher costs were, of course, unavoidable. They were enacted 
by the Congress to reflect the general upward trend of prices which followed in 
the wake of World War II, the costliest war in history. 

Although Congress recognized the necessity of adjusting Federal salaries and 
fringe benefits from time to time, offsetting rate adjustments were simply too 
little and too late. 

The Congress must accept the full responsibility for complementary postage 
rate increases whenever statutory cost increases are enacted. When we fail to 
take such action, the result is even larger deficits which can be financed only 
through higher taxes or greater Federal debt. 

The illogical pattern of spiraling costs and lagging rates must be corrected 
in the interest of fairness to all taxpayers. 

Mr. Chairman, the members of this committee deserve to be commended for 
their patience and their persistence in the course of these lengthy proceedings, 
Their determination to get at the salient facts and to expose the full substance 
of some highly technical issues has produced very significant results, 

As I indicated at the outset, not all of the statements and representations 
made before this committee have been honest and accurate. In addition, a 
number of selfish business groups have carried their campaign of distortion and 
deception to the public. The direct-mail advertisers and magazine publishers 
recently unleashed inflammatory attacks on the Post Office Department through 
national advertising and publicity campaigns. 

These industries look on the efforts of the Post Office Department as a threat 
to their long-nurtured postal subsidies. What they fear most is the truth. 

The real facts concerning postal rates and postal deficits are now being 
twisted by self-serving business groups so that the public has nothing but a 
muddled and erroneous picture of an issue of national importance. 
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TESTIMONY OF DIRECT-MAIL INDUSTRY 


First, let me say a word about the full-page advertisement of the Business 
Mail Foundation. This organization proclaims that its purpose is “helping both 
commerce and private citizens to create better mail communications every- 
where.” But its more pressing purpose is to protect the huge postal subsidy 
enjoyed by the direct-mail industry, by persuading American taxpayers that the 
Post Office should continue to operate at a tremendous deficit. This message 
masquerades as being entirely in the public interest, but in fact it is special 
pleading by a self-interest group. It seeks to win popular support for action 
that would appear to be helping the public, but actually would serve to per- 
petuate the huge postal subsidy of the direct-mail industry. 

Mr. Chairman, in order to avoid taking the time of this committee for a full 
reply to that advertisement, I would like to have my recently issued statement 
inserted in the record. (For the statement referred to see p. 633.) 

Now, let me turn to the testimony of the direct-mail industry before this 
committee. Never before in the 7 years that I have been privileged to serve as 
Postmaster General have I witnessed such a shocking presentation of half- 
truths and distortions. 

I trust I have made it clear that my criticism is not a sweeping indictment of 
all opposition testimony. All but a few who have appeared have offered sincere 
and objective reactions. We welcome, as does this committee, all constructive 
comment which results in a better understanding of postal facts and issues. 
My criticism is directed only at those few individuals and organizations who 
have deliberately resorted to misrepresentation. 

Now, let me begin to set the record straight by turning your attention to the 
statemements made on behalf of the Associated Third-Class Mail Users. 

Mr. Chairman, each member of this committee received a copy of a blue 
booklet which was distributed here by that association. We have here a photo- 
graphic enlargement from that booklet of the chart which appears on pages 8 
and 9. It seemed to me as I looked through this booklet that this chart exempli- 
fied the character of the testimony presented on behalf of the Associated Third- 
Class Mail Users. 

This chart protests a 150-percent rate increase in third-class when the increase 
in first-class was only 33 percent. What the chart fails to point out is that the 
first-class rate enacted in 1932 produced a cost coverage of 146 percent in the 
following year, at a time when the cost coverage in third-class was only 64 per- 
cent. Thus, the relatively larger increase in third-class was necessary to make 
up a serious rate deficiency, as well as to offset a more than 100-percent rise in 
costs. What this chart fails to say, too, is that with the 33-percent increase in 
first-class, cost coverage is now 111 percent, while third-class still lags far behind 
with only 73 percent. 

Moreover, the alleged 150-percent increase is actually a 67-percent increase since 
1951. If the Congress approves H.R. 11140, the increase would be 100 percent 
since that year. 

Not content with this sort of statistical legerdemain, the authors of this booklet 
compounded their distortion through graphic exaggeration as well. The alleged 
150-percent increase is shown here as 250 percent. Look at the height of the 
third-class bar in comparison to the red line which is 150 percent at its proper 
scale. This chart would have you believe that the increase in rates was nearly 
twice as great as it actually was. 
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“DEFERRED” SERVICE FOR THIRD CLASS 


Now, on page 3 of the same booklet, the following statement is attributed to 
the Post Office Department publication entitled “Nationwide Integrated Posta] 
Service Plan”: 

“Few people know that deferred third-class mail is the very last to be handled 
in the Post Office. Deferred third-class mail can only hope for 7-day delivery 
from coast-to-coast, while overnight delivery of first-class mail is now almost 
a reality.” 

I challenge anyone to produce that statement, or any remotely similar state 
ment, from the publication cited or from any Post Office Department publication, 

It is simply the product of some active imagination in the Associated Third- 
Class Mail Users organization. 

It is a fact that overnght delivery is now almost a reality for first-class mail] 
within metropolitan areas. But that hardly seems a fair standard for knocking 
7-day coast-to-coast delivery for third-class. 

This deferment which the third-class patrons deplore and protest impresses 

me as nothing more than a straw issue which they seek to exploit through over- 
emphasis and exaggeration. 
The tactic appears to be to represent third-class mail as a neglected and 
greatly inferior service that is hardly worth the going charge. I am unable 
to reconcile this professed attitude with the intensified interest in third-class, 
as evidenced by its rapid growth. 

But returning to the deferment angle, I should like to point out that a delivery 
lag of a day or two is entirely immaterial for practically all third-class circulars, 
Direct mail advertisers may spend months in planning and preparing an ad- 
vertising program. Market research, copy preparation, and related sales promo- 
tion efforts invariably precede the mailing of a circular. Only in a very few 
instances would a delay of a day or two be of any real importance. 
Generally, large mailers bring their circulars to the post office and request 
deferment. Typically, the instructions to the local postmaster read: “Please 
do not deliver any of this promotional material prior to the specified date since 
it would create tremendous complications with the sales promotion being put 
on by the local store in your area.” In effect, then, this alleged deferment, 
which has become the whipping boy of the direct mail users, is more often a 
plus rather than a minus in evaluating the service benefits of third-class mail. 


COMMERCE DEPARTMENT STUDY 


And now, Mr. Chairman, may I direct your attention to page 11 of this blue 
booklet. On this page are shown several fragmentary quotations from the recent 
Commerce Department study on third-class rates. The intent of this page, ap 
parently, is to demonstrate that the general conclusions presented in the Com- 
merce Department report were not supported by specific findings. 

At our request, the Department of Commerce reviewed these fragmentary quo- 
tations in the light of what was actually said in the full context of its report. 
I would like to read to you just one short paragraph from the Commerce De- 
partment’s statement which describes their general analytical approach and 
their reaction to these excerpts. I quote: 

“Care was taken to qualify general conclusions when appropriate and to point 
out the exceptions in such cases. To quote the qualifying phrases out of con- 
text, as was done by the Associated Third-Class Mail Users, is to distort beyond 
recognition the conclusions reached and, indeed, to suggest in several cases that 
they were precisely the opposite of what they were.” 

Mr. Chairman, it seems to me only fair that the authors of this excellent eco- 
nomic study should have an opportunity to expose the odious attempt to pervert 
their findings and conclusions. With your permission I would like to have the 
complete statement of the Commerce Department inserted in the record at this 
point. 
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the impact of 
added postage 
costs were appre- 
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“Firms specicliz- 
ing in direct mail 
did not fare as 
well profitwise as 
those less depend- 
ent upon this type 


say something else: 


of business.” — 
page 64. 


“To summarize, 
gross receipts of 
those firms most 
highly dependent 
upon direct mail 
business showed 
a decline after the 
rate increase.” — 


page 64. 


WHY HAS VITAL INFORMATION BEEN SUPPRESSED? ? 
WHY DID SECRETARY MUELLER IGNORE THE a 
ANSWERS GIVEN TO QUESTIONS 5 (Gross Receipts), a 
6 (Net Operating Income), and 7 (Personnel) BY 
BULK THIRD-CLASS MAIL USERS? 
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OFFICE OF THE POSTMASTER GENERAL, 


Washington, D.C., June 6, 1960. 
Hon. FREDERICK H. MUELLER, 


Secretary of Commerce, Department of Commerce, 
Washington, D.C. 


DeaR MR. SeEcRETARY: The enclosed booklet, “A Deferred Service,” was sub- 
mitted to the House Post Office and Civil Service Committee as part of the 
recent testimony by the Associated Third-Class Mail Users. The testimony pre. 
sented was in connection with hearings held by the committee on postal rate 
matters. 

On page 11 of this booklet there appear several quotations attributed to the 
recent Department of Commerce study entitled “Survey of Economic Effects of 
Third-Class Bulk Mail Rate Increase.” 

I would be very much interested in any reactions you may have to the manner 
in which these excerpts are presented and to the extent that they represent the 
substance of the conclusions reached by the Department of Commerce. 

Sincerely yours, 
ARTHUR E. SUMMERFIELD, 
Postmaster General, 


THE SECRETARY OF COMMERCE, 
Washington, D.C., June 7, 1960. 
The Honorable the PostMASTER GENERAL OF THE UNITED STATES, 
Washington, D.C. 

DeaR Mr. POSTMASTER GENERAL: This is in reply to your letter of June 6 re- 
garding a portion of the booklet “A Deferred Service” which was recently sub- 
mitted to the House Post Office and Civil Service Committee by the Associated 
Third-Class Mail Users. 

My reactions to the quotations on page 11 of this booklet, attributed to our re- 
cent “Survey of Economic Effects of Third-Class Bulk Mail Rate Increase,” ap- 
pear in an attachment to this letter. 

If you have any further questions regarding the Department of Commerce 
Survey please let me know. 

Sincerely yours, 
FREDERICK H. MUELLER, 
Secretary of Commerce. 


The booklet “A Deferred Service” submitted to the House Post Office and Civil 
Service Committee as part of the recent testimony by the Associated Third-Class 
Mail Users includes on page 11 four fragmentary quotations from the Depart- 
ment of Commerce study entitled “Survey of Economic Effects of Third-Class 
Bulk Mail Rate Increase.” In the Commerce report, certain general conclusions 
were set forth regarding the effect on users of the rate increase in bulk third- 
class mail which became effective January 1, 1959. The partial quotations in- 
cluded in the booklet substantially represent the qualifications made to the gen- 
eral conclusions reached by the Department of Commerce. 

Nowhere in the Commerce Department report is it stated that the third-class 
mail rate increase adversely affected no users or that the effect was necessarily 
negligible on all users relying on this type of mail. 

Care was taken to qualify general conclusions when appropriate and to point 
out the exceptions in such cases. To quete the qualifying phrases out of con- 
text, as was done by the Associated Third-Class Mail Users, is to distort beyond 
recognition the conclusions reached and, indeed, to suggest in several cases 
that they were precisely the opposite of what they were. 

The language included in the booklet is given below together with the complete 
statements from which the partial quotations were taken. While the presenta- 
tion of the partial quotations in context may be an adequate response in itself, 
a few observations are made regarding each. “* * * for certain groups of 
mailers the impact of added postage costs were appreciable.” 

The complete statement which refers to users of bulk third-class mail is as 
follows: “While this added operating cost for industry users of bulk third-class 
mail is negligible, for certain groups of mailers the impact of added postage 
costs was appreciable.” 

From the data presented in table IV-6 on page 40 of the Commerce Depart- 
ment report, it is evident that for only two kinds of business did both the num- 
ber of pieces mailed and the number of mailers decline between the first halves 
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of 1958 and 1959. These are food manufacturing and drug manufacturing. 
These two types of business accounted for only 2 percent of the number of mail- 
ers and 5 percent of the pieces mailed in either or both periods studied. Total 
pieces mailed by all users, on the other hand, increased over 4 percent and the 
total number of mailers by 3 percent. 

«“* * * elements of business heavily dependent on bulk third-class mail for 
their operations have been affected unfavorably by the rate increase.” 

The complete statement which refers to users of bulk third-class mail is as 
follows: “It is recognized that aggregate figures may obscure some shifting pat- 
terns of use and that some elements of business heavily dependent on bulk third- 
class mail for their operations have been affected unfavorably by the rate in- 
crease.” This conclusion was based on data presented in the attached table 
showing percent changes in gross receipts and net operating income by percent 
dependence on bulk third-class mail. 

From this table it can be seen that mailers with more than 90 percent depend- 
ence Showed a slight increase both in gross receipts and net operating income 
during the period. Mailers with 70-89 percent dependence showed a larger in- 
crease in gross receipts but a very slight decrease (1 percent) in net operating in- 
come. Mailers with less than 70 percent dependence on bulk third-class mail 
showed substantial increases in both gross receipts and net operating income 
between these periods. It should be noted that all “dependence” groups showed 
increases in gross receipts and net operating income between the two periods ex- 
cept for the slight decrease in the latter measure in the 70-89 percent group. 

The mailers depending more than 70 percent on bulk third-class mail repre- 
sented less than 1 percent of the gross receipts and net operating income of all 
users Of bulk third-class mail. Having observed that the increase affected some 
elements of business, this perspective was introduced into the Commerce report 
in the sentence immediately following the one quoted in part by the Associated 
Third-Class Mail Users. This sentence states, “However, based on data de- 
veloped in this report, there is evidence that the rate increase did not affect the 
use of bulk third-class mail sufficiently to have an appreciable effect on the 
demand for goods and services generated through this means, and thus on the 
economy as a whole.” The elements of business affected unfavorably by the 
rate increase were highly restricted in numbers, use of third-class mail, and 
economic effect on the economy. 

“Firms specializing in direct mail did not fare as well profitwise as those 
less dependent upon this type of business.” 

The complete statement from which the foregoing was extracted is quoted 
below. It is to be noted that both the quotation and the complete statement 
refer only to the operations of the commercial printing industry and not to third- 
class mail users in general. ‘Though firms specializing in direct mail did not 
fare as well profitwise as those less dependent upon this type of business, the 
increase in bulk third-class mail rates cannot be considered the principal factor. 
In the processing end of the printing business—mailing and related services— 
the increased cost of postage is borne by the customer, not by the printer. 
Although some changes that were made as a result of the increase, such as the 
use of envelopes, weight of paper, and the use of color may have caused some 
decline in profits, these changes were not widespread enough to have a significant 
effect.” In its effort to present all of the pertinent facts available, the Com- 
merece Department in its report pointed out that among commercial printers, 
as well as among mailers, various segments were affected differently. The con- 
clusion that the rate increase did not adversely affect the commercial printing 
industry as a whole in any substantial or general way is borne out by the 
statistics presented. 

“To summarize, gross receipts of those firms most highly dependent upon 
direct-mail business showed a decline after the rate increase.” 

Once again this refers to the operations of the commercial printing industry 
and not to third-class mail users. The complete statement from which the 
foregoing was extracted is as follows: “The trend in the commercial printing in- 
dustry usually follows that of overall business activity, but did not do so in the 
periods reviewed in this report. In contrast to the widespread recovery in the 
economy, the commercial printing industry showed a decline in sales amounting 
to 1.9 percent. (See table VI-4.) Firms producing or processing direct-mail 
pieces showed a smaller drop than did firms not so engaged, both in the group as 
a whole and in each subgroup specializing in direct mail, except the one in which 
the specialization was 90 percent or more. In fact, gross receipts for firms with 
50-89 percent specialization rose in contrast to declines for the other groups, indi- 
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eating that any decreases in direct-mail business for these firms were offset by in- 
creases in other types of printing. To summarize, gross receipts of those firms 
most highly dependent upon direct-mail business showed a decline after the rate 
increase, but no significant change occurred in the receipts of the other firms 
involved in direct-mail activity.” 

The data in the table VI-4 show that the “other firms” referred to in this 
statement as having “no significant change” represent about 95 percent of the 
commercial printing firms receiving about 95 percent of the net operating jp- 
come and gross receipts of the industry and employing over 90 percent of jts 
workers. 


Gross receipts and net operating income of commercial and business bulk 3d-clagg 
mail users: Percent of 1959 total and percent change 1st half 1958 to 1st half 
1959, by percent dependence on bulk 3d-class mail 


| Gross receipts Net operating income 
Percent dependence on bulk 3d-class mail 

Percent of Percent Percent of Percent 

total change total change 
| 
100.0 +13. 2 | 100.0 | 437.4 
1.0 | +11.1 .6 | 
4,1 | +9.8 | 2.4 +56. 3 
| 66.0 | +16.1 66.1 | +41.9 
Not reporting dependence__---...--...----- 28.0 | 7.5 | 30. 1 +28 8 


Prepared by: Business and Defense Services Administration, June 7, 1960. 


PREMAILING SERVICES 


On page 4 of this booklet the Associated Third-Class Mail Users have enum- 
erated nine services performed by bulk mailers. If the impression you received 
is that these services are performed gratuitously by third-class mailers, let me 
hasten to correct it. These services are performed as a condition for the privi- 
lege of receiving reduced third-class rates. They are specifically required by 
postal regulations and without these services there would be no third-class bulk 
mail. If these services were not performed by bulk mailers, there would be 
no discount from the single-piece third-class rate. 
In short, the third-class mailer who obtains a bulk permit agrees to perform 
the nine enumerated services. The quid pro quo is a substantial rate discount, 
These premailing services performed by bulk mailers reduce the Department’s 
costs about 0.7 cent each. Yet the discount is a minimum of 1 full cent com- 
pared to the proposed single-piece rate. On a pound basis, the proposed rates 
are 18 cents for bulk circulars and 352 cents for single-piece third-class mail—a 
rate discount of 44 percent. 


THIRD CLASS AS A FILL-IN MAIL 


Now a final reference to this blue booklet. 
It is the contention of the direct-mail users that bulk mail was created to 
keep postal employees occupied in what would otherwise be idle time. Because 
third class serves as a fill-in mail, the argument continues, it is entitled to 
bargain postal rates. 
Let’s look at the history of third-class mail. 
When bulk rates were first approved in 1928, third-class mail volume was less 
than 4 billion pieces. But since then it has increased to 17 billion pieces. 
With this fourfold expansion, third-class mail increased from less than 15 
percent of total mail volume to 28 percent of total mail volume in 1959. 
Now, certainly, it must be apparent even to the direct-mail users that a service 
which accounts for more than one out of every four pieces of mail cannot be 
handled in slack time. 
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Can anyone seriously assert that the postal service was able to absorb a 13- 
pillion-piece increase without adding substantially to its personnel, facilities, 
and equipment? This assertion is so contrary to fundamental logic that I must 
protest it, in all sincerity, as an affront to the intelligence of the Congress. 

The third-class users contend that without their bulk mail, valuable employees 
would simply stand by for the remaining hours of their tours of duty after first- 
class mail has been processed. This I can assure you is a completely unfounded 
assumption. 

Mr. Chairman and members of the committee, I would ask you to note, first, 
that the slack hour contention in this booklet is based on a situation in 1956. 
At that time, we were still experimenting with many changes that have since 
peen adopted, 

The Metro plan is now in effect in nearly every major city in the country. 
Through the operation of this plan, about one-third of the mail which once 
funneled into our big city post offices is now handled in distribution centers 
outside the city. This portion of letter mail never reaches the core city. Asa 
result, the volume peaks that were once characteristic of post office operations 
in 1956 have been greatly reduced. 

Second, the authors of this booklet would have you believe that the staff on 
hand during peak hours is hired for a full tour of duty. If this were so, there 
would surely be many idle man-hours. But, again, the assertion and the facts 
are poles apart. 

Let’s take the Washington Post Office, since that is the one that was used as 
an example. 

About half the personnel who are on hand during the evening peak at the 
Washington post office are part-time substitute employees. That is typical for 
other large post offices as well. 

The average tour of duty for these part-time employees is only 4 hours, and 
many of them spend only 2 hours at the post office. When the peak of first-class 
mail subsides, these part-time employees are released, unless they are needed 
to handle other classes of mail. In that case, of course, the additional payroll 
expense stems from these classes of mail and not from first class. 

When we turn to the delivery side of the postal operation, there is not a frag- 
ment of logic to support the argument that third class is a “fill in” mail. And 
let me remind this committee that the city carrier force represents nearly 30 
percent of all postal employment. 

The presorting work performed by bulk mailers has no bearing on man-hours 
at the office of delivery. Every piece of circular mail must be handled in- 
dividually by the carrier. He must separate, case, bundle, and deliver. 

About 380 percent of the time of the city carrier force is devoted to third-class 
mail. If the city carrier did not have to spend a major share of his sorting 
time on circular mail, his route could be lengthened and postal employment could 
be reduced correspondingly. 

Time studies by the Post Office Department show that the typical city carrier 
must make more stops for third class alone than for first class alone. “Occu- 
pant” mailings necessitate a stop at every address on the route. 

And, again, without these stops the postman could handle a considerably longer 
route. 

In addition to the number of extra stops which the carrier must make for 
third class alone, he has a 35-pound weight limit. With a large volume of third- 
class mail, he must of necessity make more relay stops and his productivity is 
lower as a result. 

As a final note concerning this “slack hour” contention, let me point out that 
it is based on the volume of outgoing mail only. In effect, only a portion of the 
nail volume has been used to represent total workload. 

The hourly flow of incoming mail is considerably different from the flow of out- 
going mail. If the combined workload at the Washington post office had been 
used as a basis for analysis, it would be quite apparent that mail volume is far 
more evenly distributed during the course of the day than this booklet suggests. 

Mr. Chairman, I trust that with the hard facts I have given you we have 
finally disposed of the “slack hour” contention for third-class mail. 
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IDENTIFIABLE SERVICES 


And now I would like to respond to one further point that was made on behalf 
of the Associated Third Class Mail Users. The spokesman for that organization 
stated, and I quote: 

“The Department is always quick to point to the 1951 law which compels Fedq- 
eral executives to charge a break-even price for services and goods provided 
identifiable customers. The Post Office is the only agency of Government which 
achieves this goal.” 

Essentially the same point was made in a full-page advertisement of the 
Business Mail Foundation. 

First, let me point out that the Post Office has been recognized as essentially 
and fundamentally different from those agencies which depend almost exclusively 
upon taxation for their operating costs. The functions of these latter agencies 
are intangible. They cannot be reduced to measurable units of service or bene. 
fit to identifiable users. It is the function of taxation to collect from the gen. 
eral public the costs of Government which cannot be collected directly from the 
beneficiaries of the service rendered. All the services of the Post Office are of 
measurable value to individuals who seek such services. 

Many Government activities are financed in whole or in part from charges 
paid by the beneficiaries of such services, rather than through taxes paid by 
the general public. These undertakings are generally associated with public 
enterprise revolving funds which finance a cycle of operations in which expendi- 
tures generate receipts for continuing use. These funds finance the operations 
of nearly all of the Government corporations, and various unincorporated 
enterprises. 

I am inserting for the record at this point a list of 36 Government activities 
operating on such a self-sustaining basis. The activities listed are those which 
reported a net income in the first half of fiscal 1960. 
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Operating results of selected public enterprise revolving funds within various 
Government agencies (1st 6 months of fiscal year 1960) 
{Dollars in thousands] 
Other 
Organization unit and fund title Income | Expense | gains or Net 
losses | income 
(-) 
Mutual Security: Development Loan Fund_--....-..-..-------- $2, 511 $772 —$53 $1, 686 
International Cooperation Administration: Foreign investment 
Atomic Energy Commission: Defense production guarantees- -- 11 10 
Export-Import Bank of Washington: 
Liquidation of certain Reconstruction Finance Corporation 
Federal Home Loan Bank Board: Federal Savings and Loan 
23, 675 755 1 22, 921 
45, 933 42, 366 251 3, 818 
U.S. Information Agency: Informational media guarantee fund_ 2,776 269 —1, 065 A 
Veterans’ Administration: 
Canteen service revolving fund...............---...-.-....- 19, 674 19, 204 1, 047 1,517 
Direct loans to veterans and reserves_--.-.........---------- 19, 825 12, 454 —4l 7,330 
Rental, maintenance, and repair of 80 40 
Veterans special term insurance fund..._..........--------- 11, 376 4, 190 -1 7, 185 
General Services Administration: Defense production guaran- 
Housing and Home Finance Agency: 
Office of the Administrator: 
4, 356 595 —192 3, 570 
Community disposal operation’s fund_............-.--- 134 229 7 643 
Federal National Mortgage Association: 
Management and liquidating functions..........-..---- 42, 327 34, 881 —160 7, 286 
Special assistance functions..................---..-..-.- 37, 551 30, 132 —186 7, 233 
Federal Housing Administration. ..................-------- 101, 145 27,178 | —12, 168 61, 799 
Agriculture Department: 
Federal Crop Insurance Corporation........--..----------- 18, 595 17, 883 —272 441 
Farmers’ Home Administration: 
Disaster loans, etc., revolving fund___..........----..-- 1, 360 1, 267 17 110 
Farm tenant mortgage insurance fund___....-.--.--.--- 694 624 —26 45 
Commerce Department: 
Aviation war risk insurance revolving 1 
Maritime activities: 
Federal ship mortgage insurance fund_...........--..-- 1, 334 are 1, 298 
War risk insurance revolving 232 215 
Defense Department: 
Air Force Department defense production guarantees - 428 379 
Army Department defense production guarantees_-_.....-.- 60 12 1 49 
Navy Department defense production guarantees- 315 290 
Health, Education, and Welfare Department: 
Public Health Service: Operation of commissaries, narcotics 
Social Security Administration: Bureau of Federal Credit 
Interior Department: 
Bureau of Mines: Development and operation of helium 
Office of Territories: Loans to private trading enterprises . 3 
Labor Department: 
Bureau of Security: Farm labor supply 
Treasury Department: 
Office of the Secretary: 
Reconstruction Finance Corporation liquidation fund-- 706 46 64 724 


Source: Treasury Bulletin—U.S. Treasury Department, May 1960. 
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In addition, within the network of our Federal agencies, fees or charges are 
being assessed many identifiable groups or individuals in order to recover the 
cost of providing special benefits. Reimbursement for these services is con- 
sistent with the sense of Congress expressed in title V of the independent of- 
fices appropriation bill of 1952 in which Congress expressed its view that 
services which are rendered to special beneficiaries by Federal agencies should 
be self-sustaining to the fullest extent possible. 

These user charges by various agencies cover activities such as licensing, 
testing and inspection services, copying, certifying and searches of records, 
preparation of special studies, sale of publications, maps, charts and aerial] 
photographs, sale of products, lease land equipment and facilities, as well ag 
agricultural, grazing, oil, gas, and mineral leases of public lands, 

Apparently with the intent of dramatizing his point on identifiable services, 
the witness for the Associated Third Class Mail Users waved before this com- 
mittee a Patent Office print. That print, incidentally, is by no means typical. 
It is the largest print ever made in the history of the Patent Office. 

The witness pointed out that the print could be purchased by anyone for 
25 cents. Perfectly true, but, again, only part of the story has been told. 

The Patent Office is not in the business of selling prints in the same manner 
that the Post Office Department was created to provide mail service. The de- 
livery of mail is the very reason for the existence of the Post Office, while the 
sale of prints is a very marginal activity of the Patent Office. 

Patents are printed, not principally for sale, but for the use of the Patent 
Office itself, for exchanges with foreign governments, and for deposit in publie 
libraries. 

Now that the supply of copies of this one print is no longer available, a patron 
who orders a photo copy must pay $186. I repeat, $186. This, the witness 
failed to mention, 

The typical patent print, incidentally, is only six pages, and at 25 cents each 
the Patent Office is doing quite well on most of its sales, 

What the witness neglected to tell this committee, too, is that the 25-cent 
price for oversize prints may soon be a thing of the past. Two bills have been 
introduced in the House and Senate which, if approved, would raise the price 
of all prints in excess of 25 pages by 300 percent. The House committee has 
reported this proposal favorably. 


TESTIMONY OF MAGAZINE PUBLISHERS 


I would like to turn now to the testimony of the magazine publishers who use 
the second-class mail service. 

I regret deeply that this industry, which has benefited more than any other 
from the postal service, has chosen to characterize the Post Office treatment of 
second-class mail users as that of “second-class citizens.” 

The Congress has traditionally extended low rates to second-class matter 
in recognition of the news and cultural value of periodicals. This congressional 
policy has resulted in a total subsidy to our publishers of more than $3 billion 
in just 18 years since the end of World War II. The fact that any publisher 
would have the temerity to deplore this as second-class citizenship simply con- 
firms my feeling that we are dealing with self-serving groups whose hunger 
for special privilege is insatiable. 

After we comb and screen the numerous arguments raised by the publishers, 
the substance of their position is just this: 

1. Second class is a subsidiary service, and, consequently, it should ride piggy- 
back on the shoulders of the first-class users. The only costs properly charge- 
able to second class are those which cannot be loaded onto first class. This is 
the essence of the out-of-pocket cost approach. 

2. The post office is a public service and mail users should not be expected to 
pay full costs. For the answer to postal deficits, the publishers look fondly to 
a formula which would permanently identify 15 percent of all postal costs as a 
“public service.” 

The latter proposal raises the question: Service to whom? 

I believe it is more than a coincidence that 15 percent of postal expenditures 
would total $600 million—almost precisely the size of the deficit predicted for 
next vear. 

If the American taxpayers are to underwrite a $600 million deficit as a public 
service, who will be the beneficiaries? Obviously, those who are using the service 
most at rates well under cost. 
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The countless technical arguments raised by these publishers are nothing 
more than delaying actions. Their purpose is to spread confusion and doubt, 
to keep the Congress divided and off balance, and to postpone indefinitely any 
decisive action. 

It is quite obvious that the reconciliation of all the technical issues raised by 
the publishers would contribute nothing to a final decision on postal rates. The 
fact is that the publishers have arrived at a formula. Very simply stated, 
it is to cut second-class costs in half and then finance any remaining revenue 
deficiencies through a direct contribution by taxpayers. 

Now, I wish to make it entirely clear that the Post Office Department has no 
disagreement with a general approach which subscribes to below-cost rates for 
second class, and public service reimbursements for free and preferential mails. 
That is the very essence of the Postal Policy Act. 

But I cannot go along with an extreme interpretation of the Policy Act which 
would perpetuate all of a $280 million second-class deficit. 

That interpretation, I trust this committee will agree, is nothing less than a 
perversion of the intent of the Postal Policy Act. The principal financial guide- 
line of that act is section 108(¢c) (4), which calls for a break-even operation, 
except for specified public services. There is nothing in the legislative history 
of the Postal Policy Act to suggest that these public services should become 
a device for perpetuating large-scale annual deficits in the range of $600 million 
and more. 

I regret that the publishers have offered no alternative to the Department’s 
rate proposals. In the final analysis, what they seek is a do-nothing policy 
for second-class rates. The results of a do-nothing policy, as I pointed out 
previously, would be a continuing deficit with the full burden thrust upon the 
taxpayer. 

In the hope that it may contribute toward a solution of the second-class rate 
problem, I shall answer a number of major arguments which have been raised. 


OUT-OF POCKET COSTING 


With reference to an out-of-pocket cost approach for second class, there is no 
question that the Congress itself has specifically and unequivocally rejected 
the concept of out-of-pocket costs for postal rate purposes. At one stage in 
the legislative history leading up to the enactment of the Postal Policy Act the 
bill contained a provision that the cost of all classes of mail other than first 
and fourth class shall be “computed on an incremental or out-of-pocket cost 
basis.” The provision was deleted from the bill by amendment from the floor 
of the Senate on the ground that it was dangerous, confusing, ambiguous, and 
vague. 

In 1957 the Department prepared tables showing the extent to which revenues 
in fiscal 1956 failed to cover 50 percent of the cost of second-class mail and 75 
percent of the cost of third-class mail. These percentages were those which 
a departmental staff committee recommended as immediate goals for revenue 
coverage by these classes of mail under conditions existing in 1954, taking into 
account intangible service factors. This committee had also expressed the 
opinion that in the long run second-class mail should cover 75 percent of its 
cost and third-class mail 90 percent of its cost. The Department’s rate pro- 
posals, as reflected in H.R. 11140, call only for a coverage of about 35-40 per- 
cent for second ¢lass and SO-85 percent for third class. 

The Department has not used the 1954 committee recommendations since 1957. 
Since that date, the Congress has enacted the Postal Policy Act of 1958, and 
the Department has developed its rate proposals in conformity with the basic 
concepts of that act and economie and operating conditions as they exist today. 

The theory of out-of-pocket cost accounting is invalid as a basie costing ap- 
proach for the Postal Establishment. This theory of out-of-pocket or incremental 
costs can be properly applied only to fringe operations. It is used mainly in 
determining whether to take on a new service or whether to eliminate an old 
service, usually minor in scope. 

If this theory were applied to the Post Office on the basis that second- and 
third-class mail—which comprise nearly 40 percent of the pieces of mail han- 
dled—were merely fringe operations, it would be a violent distortion of basic 
accounting principles. 

Through the years, this incremental cost approach has been given considera- 
tion and has been rejected by various independent authorities. 
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In its report in 1907, the Penrose-Overstreet Commission stated, in part, as 
follows: 

“* * * Tt is simply begging the whole question to assert that the post exists 
for official and letter mail. It exists for the general transmission of intelligence 
throughout the population. To our minds there is something almost ludicrous 
in describing a second class, which constitutes such enormous proportions of 
that intelligence, as a purely subsidiary and secondary element of traffic.” 

The Hughes Commission considered this issue in 1912 and the following is a 
quotation from its report: 

“Another criticism proceeds on the assumption that it is the duty of the Goy- 
ernment to carry letters, and that all other classes of mail should be charged only 
the increased cost above that which would be caused by letter mail if carried 
alone. 

“With such an assumption we cannot agree. All classes of mail are carried 
for the common convenience of the public, and in determining the apportionment 
of cost, each should be charged with its proper share of the total expense.” 

The Comptroller General of the United States, in a letter dated March 10, 1954, 
took a firm stand on this issue. After analyzing the circumstances of postal cost 
accounting, he concluded that — 

“The factors enumerated above, in the absence of definitive congressional 
policy to the contrary, do not support the conventional concepts of incremental 
costing as a primary basis for the allocation of costs to the four classes of mail.” 

Mr. Chairman, just so that we do not lose sight of the main issue in this dis- 
cussion, I would like to emphasize that the matter of out-of-pocket costs is com- 
pletely academic and irrelevant. Second class is paying only 26 percent of its 
costs, and if we exclude within-county and nonprofit mails, the cost coverage 
is still only 30 percent. 

We recognize that we should have low postage rates for second-class mail in 
the interest of encouraging the dissemination of this type of mail for the public 
good. However, when regular zone-rate publications are now paying only 30 
percent of their cost, leaving a deficit of $177 million, we believe that a reason- 
able increase in the rates for this category of mail is justified in the interest of 
the American taxpayer. The question is how much of the cost should the tax- 
payer absorb and how much can fairly be charged to the publications. 

Postage received from second-class mail in 1959 barely covered payments for 
transportation services. Only about $10 million was left over to pay for mail- 
handling service, carrier and rural delivery services, operation and care of 
buildings, and other expenses totaling over $300 million. 

For those who may find these cost figures somewhat difficult to follow, let me 
translate them into a less abstruse situation. 

The average general interest magazine paid postage of 1.8 cents in 1959. Now, 
let’s compare this with city carrier costs alone. A city carrier is paid about $2.35 
an hour, or roughly 4 cents per minute. On that basis, the 1.8 cents of postage 
for the typical magazine would pay for only 27 seconds of the city carrier's 
time. Even if you could imagine the carrier devoting as little as 27 seconds in 
the sorting and delivery of a magazine, who is to pay for the cost of handling 
this magazine at the office of mailing, for transportation, and for overhead? 


NONPOSTAL SERVICES 


Several publishers and the Magazine Publishers’ Association have protested 
that the deficit attributable to commercial publications is overstated for two 
reasons which go beyond the out-of-pocket cost argument. They contend that 
they are being charged with the cost of various nonpostal services, many of 
which are free. They protest, also, that they are being assessed an inordinate 
share of the costs incurred in handling first-class mail. 

First, let me point out that most of the services which the publishers identify 
as “free” are not free at all. The Department is reimbursed for— 

Transportation of military mail; 
Registration of aliens; 

Sale of migratory bird stamps; 

Sale of U.S. savings bonds and stamps; 
Distribution of income tax forms. 

The Department estimates that it supplies $17 million worth of services to 
other agencies. It receives in return, however, considerably more in free services 
from other Government agencies. Typical of the latter is the space occupied in 
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public buildings without cost to the Post Office Department. On balance, rather 
than there being any public service loss there is actually a net gain to the postal 
service. 

Each year the Internal Revenue Service mails about 60 million income tax 
forms for which the Post Office Department receives the prevailing rate of post- 
age for third-class mail. Reimbursement from the Internal Revenue Service 
and other Government agencies in fiscal year 1959 totaled $66 million—$9 mil- 
lion more than the expenses incurred in providing these services. 

Let me point out, too, that any losses shown on the Department’s books as 
the result of providing nonpostal services are not charged to second class or any 
other class of mail. If our publishers were interested in facts rather than con- 
troversy, this information is readily available to them from the Cost Ascertain- 
ment Report. 

Here is a copy of exhibit I from that report. Please note the adjusted deficit 
of $280 million reported for second class. And I ask you to observe this addi- 
tional entry below, quite apart from second class, for nonpostal services. 
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And now, let me show you this chart which is a reproduction of page 39 of the 
“Survey of Postal Rates.” The magazine publishers protest they are being 
charged with the losses from within-county and other preferential second-class 
mails. 

This chart breaks the second-class deficit into its components rate categories, 
From this it is evident that the deficit in second class, aside from deficits 
attributable to free and preferential mails, is still $177 million—or about 60 
percent of the total second-class deficit. 

Mr. Chairman, simply for the sake of illustration, and nothing more, if we 
cut the allocated costs for zone publications in half, as the publishers recommend, 
we would still have a loss on nonpreferential second-class mail of more than $50 
million. 
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COST ASCERTAINMENT SYSTEM 


As to the contention that night differential and other first-class costs are 
unfairly charged to second class, let me remind our publishers of a fact which 
we highlighted in our “Survey of Postal Rates.” About 45 percent of all second- 
class matter receives time-value treatment. Without night service, this ex- 
pedited treatment could never be provided. The basic principle of the cost 
ascertainment system is the allocation of expenses on a use basis. 

These criticisms are part of a concerted attack on the cost ascertainment 
system. The intent is clear. If the publishers can succeed in destroying the 
credibility of the Department’s accounting system, they will succeed, too, in 
demolishing the major guideline for ratemaking. 

The weight of independent judgment, however, is solidly behind the cost 
ascertainment system. The House Comimittee on Post Office and Civil Service 
on May 29, 1956, in House Report No. 2257 (H.R. 11380) “Postal Rate Readjust- 
ment and Policy,” made the following observations, which are quoted in part, 
concerning the cost ascertainment system: 

“It has been expanded and improved from time to time in line with experience 
and to reflect changing conditions in the postal service. In periodic and ex- 
haustive independent scrutiny and analysis by professional accounting and 
statistical organizations through the years the application of the basic cost 
ascertainment concepts and techniques has been sustained and the substantial 
accuracy of the figures established.” 

This statement was repeated in the committee’s 1957 report on H.R. 5836 
(H. Rept. 524, 85th Cong., 1st sess., p. 22). 

These unremitting attacks on the cost ascertainment system are part of the 
pattern of action designed by those who find it in their best interests to keep the 
postal deficit in the laps of the taxpayer. I wish to remind you, Mr. Chairman, 
that prior to 1926, these same critics and their predecessors stalled postal rate 
action because the Department lacked a cost ascertainment system. Now that 
a system exists to meet their earlier objections, it is that system which has be- 
come the target for their abuse. 

The Post Office has conceded that the use of average unit factors in computing 
the costs of any one publication may not necessarily produce the most accurate 
result. It is obvious, on the other hand, that a technique of substituting specific 
factors for the averages, wherever that substitution produces a lower result, and 
ignoring offsetting circumstances which would produce a higher cost is likely to 
be much more erroneous. The same factor of “density” which Time, Inc., says 
should cause Life’s transportation cost to be proportionately less than the 
average publication may well cause Life to be proportionately more difficult 
than the average publication for a city carrier to deliver or for a clerk to sort. 

There is, in short, no reason to assume that the plus and minus elements are 
not actually in balance or that the use of average cost factors produces an in- 
equitable result. 

Fortunately, the Post Office did undertake a few years ago to make some 
specific cost studies of publications to test the validity of using average cost fac- 
tors. These tests showed conclusively that physical characteristics of a par- 
ticular publication and other variable factors do not affect, beyond a relatively 
minor degree, the validity of the averages. 

With the support of these and other experiences, it seems a fair conclusion 
that the Post Office now loses money on every single magazine which moves 
through the mails, regardless of its weight, the amount of advertising it carries, 
or the distance it travels. 

For the further information of this committee, I would like to insert at this 
point a summarizing statement on the cost ascertainment system by Mr. Hyde 
Gillette, Assistant Postmaster General for Finance. 


STATEMENT BY HYDE GILLETTE, ASSISTANT POSTMASTER GENERAL, ON GENERAL 
RELIABILITY OF COST ASCLERTAINMENT SYSTEM 


Postal officials have over a long period of years been concerned with the search 
for reasonable procedures for developing essential revenue and cost statistics of 
one form or another for the classes of mail and special services. Their studies 
have furnished the background of the cost ascertainment system made effective, 
as an annual undertaking, with the fiscal year 1926. 

The development of a cost ascertainment program, designed primarily to pro- 
vide information by classes of mail and special services, covered 3 years of in- 
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tensive study of the problems involved by a large group of experienced men 
drawn from all branches of the postal service Working under the direction of 
the Honorable Joseph Stewart, then executive assistant to the Postmaster 
Jeneral. 

Realizing the importance of having available year by year adequate and rea- 
sonably accurate data in respect of the several classes of mail and the special 
services, Congress, in an act approved February 28, 1925, making appropriations 
for the Department for the fiscal year 1926, included the following provision : 

“sec. 214. The Postmaster General is hereby authorized to continue the work 
yf ascertaining the revenues derived from and the cost of carrying and handling 
the several classes of mail matter and of performing the special services, and 
to state the results annually as far as practicable * * *” (39 U.S.C. 826). 

In conformity with this legislation, the Post Office Department, beginning with 
fiscal year 1926——patterning closely on the fiscal year 1923 study—and continuing 
to the present, has administered and operated the cost ascertainment system. 

“Cost ascertainment” is the term applied in the Post Office Department to de- 
scribe its plan or system, partly accounting and partly statistical, for develop- 
ing through the medium of a sampling procedure, the revenues, expenses, vol- 
umes, and average hauls fairly attributable to each of the several classes of mail 
handled by the postal service—first, second, third, fourth, foreign, penalty, 
franked, free-for-the-blind, and airmail—and similar revenue, expense and vol- 
ume data for each of its special services—-special delivery, money order, in- 
surance, collect-on-delivery, registry, and postal savings. 

In this undertaking each class of mail and each special service is viewed as a 
separate entity and the expense fairly attributable to each includes its propor- 
tionate share of joint and overhead expense as well as expense for which it is 
directly responsible. 

Many independent accounting authorities over the years have appraised and 
approved the Department’s cost ascertainment system. Here is a concise history 
of what they found: 

In connection with the original cost ascertainment development, made in 
1923-24, much expert technical advice was rendered by the firm of W. B. Dicken- 
son & Co., accountants and engineers, New York City. On the completion of this 
original study, the well-known accounting firm of Ernst & Ernst was retained 
by the Postmaster General to make a careful examination of the methods fol- 
lowed and results obtained in this original cost study. Both of these firms sub- 
mitted reports of their investigations and approved the system both as to the 
methods followed and the results obtained. 

When the cost ascertainment system was being developed, the cost committee 
of the Post Office Department received advice from Dr. M. O. Lorenz, chief 
statistician of the Interstate Commerce Commission. 

Frederic A. Tilton, Third Assistant Postmaster General, who was a profes- 
sional accountant of wide reputation, went deeply into the cost ascertainment 
system, which was under his jurisdiction during his incumbency (1929-33). 
During that period he publicly approved the system on numerous occasions. 
He made a concise analysis and evaluation of the cost ascertainment system in 
an article published in the bulletin of the National Association of Cost Account- 
ants, April 15, 1932. 

During a period (circa 1930) in which parcel post rates were under considera- 
tion by the Interstate Commerce Commission, a wide variety of unsubstantiated 
critical and conflicting opinions was expressed on the effectiveness and accuracy 
of cost ascertainment. An analysis made at that time by one of the statistical 
experts of the Interstate Commerce Commission contained the following state- 
ment: “* * * careful consideration of these methods and the data presented in 
connection therewith leads to the conclusion that while not free from imperfec- 
tions, they undoubtedly represent an elaborate, unbiased, and painstaking at- 
tempt to ascertain the facts with respect to revenues and costs, and that the 
results thereof are entitled to careful consideration by the Commission as the best 
evidence available to it as to the probable costs.” 

For a period of approximately 15 months in 1943-44, a thorough review of the 
cost ascertainment system was made under the direction of Charles A. Heiss, 
formerly comptroller of the American Telephone & Telegraph Co. As a result 
of this investigation, certain modifications were recommended which resulted in 
strengthening and improving the system, but which did not result in any material 
changes in the final results obtained. Mr. Heiss made a comprehensive report of 
this study on December 29, 1944, which approved the system with minor modifica- 
tions. 

55906-—60-——-41 
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In the parcel post rate cases before the Interstate Commerce Commission in 
1951, 1973, and 1959, the Commission’s own cost experts reviewed the cost 
ascertainment system. Adopting their conclusions, the Commission rendered 
favorable decisions consenting to adjustments of parcel post rates, based on the 
cost figures. 

Mr. Maurice H. Stans, then executive partner in Alexander Grant & Company 
and now Director of the Bureau of the Budget, in 1954 made an extensive jp- 
dependent appraisal of the cost ascertainment system. He found that the system 
was “basically sound and fairly reflects the costs chargeable to classes of mail 
and service.” 

The House Committee on Post Office and Civil Service in its report on H.R. 
5836 of June 3, 1957, No. 524, page 22, stated as follows: 


“COST ASCERTAIN MENT 


“Much of the data supplied to the committee relative to revenues and expendi- 
tures for the postal service is based upon the cost ascertainment system of the 
Post Office Department. This system was authorized by the act of February 25, 
1925 (39 U.S.C. 826), and was placed in operation on an annual basis in the 
fiscal year 1926. It has been expanded and improved from time to time in line 
with experience and to reflect changing conditions in the postal service. In 
periodic and exhaustive independent scrutiny and analysis by professional ae- 
counting and statistical organizations through the years the application of the 
basic cost-ascertainment concepts and techniques has been sustained and the 
substantial accuracy of the figures established. The statement on postal policy, 
which is contained in title II of the reported bill, adopts these procedures as 
adequately allocating revenues and expenses. 

“Cost-ascertainment data formed the major part of the presentation made 
by the Post Office Department in support of the Postmaster General’s petitions 
for increases in fourth-class postage rates submitted to the Interstate Commerce 
Commission in 1950 and 1953, in accordance with the directive of Congress set 
forth in Public Law 8438, 81st Congress. After intensive study of the cost-ascer- 
tainment methods and procedures underlying the case for the Department, and 
investigation by transportation and cost experts representing both the protest- 
ants and the technical staff of the Interstate Commerce Commission, the Com- 
mission accepted the cost figures and approved the rate proposals made by the 
Postinaster General. 

“The cost-ascertainment system of the Post Office Department is designed to 
accomplish two things: 

“(1) It allocates the aggregate of expenses of operating the Postal Estab- 
lishment over the various classes of services rendered. 

“(2) It classifies the revenues of the postal system according to the same 
categories of services rendered. 

“The cost-ascertainment system allocates actually incurred expenses over all 
of the classes of services rendered. The starting point is, therefore, factual 
and based on accounting records. The apportionment of these incurred costs 
is necessarily founded on ratios established by statistical sampling and other 
research at regular intervals, to give effect to such factors of cost as are variuble 
with the number of pieces, weight, distance, and other measures. 

“Cost ascertainment data presented by the Post Office Department to the 
committee was based on an official report for fiscal 1956. However, it was made 
clear that conclusions could not be drawn from such data without recognition 
of certain important costs and factors not reflected by the figures alone. Certain 
expenses paid by other departments or agencies of the Government and other 
costs of the Department are not included in cost-ascertainment figures. Being 
tied to budgetary accounting, the records of the Post Office Department are 
essentially on a cash basis. They do not reflect any charge for the depreciation 
or Obsolescence of the post-office buildings, which is estimated at $40 million 
annually ; certain custodial costs and alterations and repairs to post-office build- 
ings paid by the General Services Administration, amounting to about $18.9 
million for the current fiscal year; the Government's liability for contribution 
to the retirement fund for postal employees for which the Department will be 
charged $137 million in the fiscal year 1958; workmen's compensation, amount- 
ing to $4 million for the current fiscal year: and other miscellaneous services 
paid by other departments and agencies. These items in a business venture 
would definitely be included as costs. To this extent the postal costs are under- 
stated. However, since they are included in the budgets of other departments 
end agencies and are not charged to the Post Office Department as expenses, 
they are not properly part of the cost-ascertainment system. 
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“Insofar as the individual classes of mail are concerned, there are many 
factors, not subject to accounting determination, such as— 

“(a) The additional manpower and facilities related to priority, security, 
speed of transmission, and other preference that may be given to any one 
class of mail or service over another; 

“(b) The relative values of the various postal services to the public, such 
as the right of return of undeliverable first-class mail to the sender; and 

“(c) The relative intrinsic values of the items handled. 

“It can be seen that the gearing of the postal service to the handling of first- 
class mail cannot be measured specifically in the allocation of costs solely in 
relation to the use of postal personnel and facilities. For this reason these 
factors are not properly part of the cost-ascertainment system, but are pertinent 
for ratemaking purposes. 

“The Post Office Department presented detailed data relating to the recent 
cost increases and the postal costs paid by other Government departments, as 
well as estimates of the cost reallocations necessary to recognize the additional 
ratemaking factors described above. 

“In view of these facts, the committee emphasizes that the reported 1956 
cost-ascertainment figures were used only as a guide and could not be the sole 
criteria for the establishment of postage rates.” 

The Bureau of the Budget, after having a full-time representative assigned 
to study the cost-ascertainment procedures with the Post Office staff for a period 
of over 5 months, concluded in its report dated September 4, 1957: 

“In our opinion, the accounting procedures as they are applied to the Post 
Office Department in the cost-ascertainment system, represent an adequate 
and appropriate method for the determination of the operating results by classes 
of mail and services. * * *” 

Finally, Mr. Stans testified in 1957 before a subcommittee of the Senate Com- 
mittee on Post Office and Civil Service (p. 29 of the hearings), as follows: 

“On previous occasions before this committee the mechanics of the Depart- 
ment’s cost-ascertainment system have been fully discussed. Although oppon- 
ents of rate increases still make infrequent attempts to discredit the acuracy 
and reliability of the Department’s cost data, the record is clear that independent 
and recognized experts in the field of accounting, economics, and statistics have 
given their approval to the basic cost-ascertainment concepts used by the De- 
partment and the accuracy of the figures which are developed. * * * 

“The important thing about cost ascertainment is that it does not, in itself, 
provide an automatic formula for fixing postal rates. It was not intended to 
do that. But cost figures can serve a useful purpose in the ratemaking process 
if they are used as a starting point for the addition or deduction of other factors 
which are pertinent under ratemaking principles. This is the procedure fol- 
lowed before many other regulatory ratemaking bodies, such as the Interstate 
Commerce Commission. Allocated-cost figures are refined through evaluation 
of pertinent ratemaking factors which do not enter the original costing system 
itself. Such computations are of immeasurable value in determining the revenue 
requirements of a class of traffic or type of service and the level of rates neces- 
sary to attain the desired revenue objective. * * *” (End of Mr. Gillette’s 
statement. ) 

“MAGAZINES PAY THEIR WAY” 


Several publishers’ representatives who appeared here protested that maga- 
zines with heavy advertising pay their way and, consequently, further rate in- 
creases are unjustified. 

We compared the cost average for zone-rate second class with cost coverage 
for other types of mails. We broke out the coverage on editorial and advertis- 
ing matter for a more equitable comparison. We also excluded from second- 
class matter the costs and revenues of within-county and nonprofit mailings. 

On the basis of 1961 rates, the editorial portion of second-class matter will be 
paying postage at the bulk rate of 2.5 cents per pound, regardless of mailing 
distance. This produces only a 21-percent coverage as compared to 61 percent 
for fourth-class books and other educational materials. 

Postage from second-class advertising zone rates is projected at an average of 
4.71 cents per pound. In contrast, third-class advertising circulars pay a bulk 
rate of 16 cents per pound. The comparative cost coverage for these two 
types of advertising matter is 39 percent for second class and 73 percent for 
third class. 

I believe this makes it entirely clear that second class not only fails to pay 
its way by far. but that the rate concessions in second class are greatly in excess 
of the concessions granted to comparable types of mail matter in other classes. 
55906—60 42 
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Interestingly enough, despite the resistance of publishers to postage rate 
increases, they generally seem to turn these to their advantage. The Classic 
example is Reader’s Digest. In anticipation of the 1958 rate increases, which 
added less than 5 cents per copy per year to the postage costs of this publica. 
tion, subscription prices were raised one full dollar. Admittedly, there were 
other cost factors, but it is significant that increased postage costs—an inconse- 
quential factor—were singled out for exploitation to the advantage of the 
publisher. 

THE SECOND-CLASS RATE STRUCTURE 


The Department's “Survey of Postal Rates” pointed out the inequity of a rate 
structure based largely on weight and length of haul since the principal costs 
are incurred in handling pieces of mail. Although the publishers support the 
logic of this analysis, they oppose the approach which moves toward correcting 
the inequity. 

Admittedly, the Department’s proposal does not remove this inequity entirely, 
The ingrained problems of more than 100 years of second-class postage rates can- 
not be corrected overnight. Minimum piece rates enacted in 1951, and increased 
in 1958, were a step in the right direction. The assessment of a flat handling 
charge is a further step. Its effect is to impose higher percentage increases on 
the lighter publications and relatively smaller increases for heavier publica- 
tions. 

Despite the objections raised by Time, Inc., and others to the proposed method 
of raising second-class rates, the testimony presented on behalf of that organiza- 
tion is the most convincing endorsement. If you will look back to the cost cover- 
age table in Mr. Brumbaugh’s testimony, it will be quite evident that the rela- 
tive increases on 2-ounce and 4-ounce publications, for example, are substantially 
greater than for the 16-ounce and 20-ounce publications. 

On the significance of handling costs, let me emphasize one further point. 
For many of the major magazines the postal service is becoming increasingly a 
local delivery service. Let me demonstrate the significance of this by reference 
to Life magazine. 

Prior to the enactment of Public Law 85-426, Life magazine was mailed from 
15 entry points. But immediately following enactment of the last rate increase, 
Life added 20 more entry points for a total of 35. These are concentrated largely 
in the major metropolitan areas of the country. 

There is nothing wrong, of course, with the practice of adding entry points. 
If it is only short-haul service the publishers want from the post office, they are 
entitled to receive and pay for just that. But it is important to recognize that 
the effect of this practice is to leave the Post Office Department in the position 
of furnishing primarily a high-cost delivery service for whch it receives rela- 
tively low pound rates. Higher pound rates are assessed only for long-hanl 
deliveries, and the large circulation magazines arrange this transportation 
increasingly through means other than the postal service. 

The Time, Inc., representative did tell this committee that postage on Life is 
less now than before the last rate increase. The chief reason for this decline 
in postage is not a drop in advertising volume, as the witness stated, but rather 
the proliferation of entry points. Reductions in postage brought about as a 
result of the increase of entry points were sufficient to offset a major part of the 
1958 rate increase. 

PUBLISHERS’ FINANCES 


As my concluding point on second-class, I would like to direct the attention 
of this committee to the financial situation in the magazine publishing business. 

Several witnesses who appeared here lamented the decline in magazine 
revenues and the slim margin of profits in the publishing industry. The record 
is replete with statements along these lines by nearly every publisher's 
representative. 

Mr. Chairman and members of this committee, it is quite apparent that our 
publishers have one picture of their finances for this committee and quite 
another for their stockholders and the general public. The following reports 
appeared in two of the latest issues of the Editor and Publisher magazine: 

“Magazines report biggest first quarter revenue in magazine advertising 
history.” 

“Magazines show recordbreaking circulation increase.” 

And here is a quarter-page ad that appeared in the Wall Street Journal only 
a few days ago. In the most glowing terms, the Curtis Publishing Co. reported 
ee circulation and advertising revenues for the Saturday Evening 
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The Curtis Publishing Co. is far from unique in offering so favorable ap 
account of its financial situation. For the benefit of this committee, I woulq 


like to insert at this point a statement of excerpts taken from the 1959 annua) ‘3 
stockholders report of our major publishing corporations. on 
year 

STATEMENTS OF FINANCIAL POSITION BY LEADING PUBLISHERS i 

reac 

(Excerpts from 1959 annual reports to stockholders) mill 

com 

Conde Nast Publications, Inc. ier 
“The addition of the Street & Smith magazines to our publishing division, the Ver 
beneficial effects of Charm’s incorporation into Glamour, the indicated high level J. 
of activity in our manufacturing units, the expected further improvement jn af ( 
the operations of the pattern division, and the satisfactory outlook abroad, alj f 
point to a good year. But the most significant favorable factor is the continu. i 
ation of the upward trend in advertising volume. It is now apparent that the J > « 
number of advertising pages carried by our publications will be up substan. pre 
tially, at least for the first half of the year” (p. 5). for 
Curtis Publishing Co. Ti 


“In 1959, circulation growth continued to demonstrate the editorial vitality of ‘“ 
Curtis magazines and the effectiveness of Curtis Circulation Co.'s sales organiza- 
tion. The Saturday Evening Post reached an all-time high at 6,115,8S77—a 
gain of 370,732 copies per issue. Ladies’ Home Journal also reached an alltime ‘ 
high at 5,871,022, a gain of 177,487 copies per issue; as did Holiday at 930,701, 


a gain of 39,911 copies per issue. Jack and Jill showed renewed vigor, reaching zi} 
671,798, a gain of 28,383 copies per issue. The American Home reached an all- av 
time high at 3,558,335—a gain of 320,867 copies per issue. All five magazines hi 


are currently well above these averages, the Post having exceeded 6,300,000 and th 
the Journal going well over 6,200,000" (p. 8). 


in 

“The improvement in earnings in 1959 was gratifying, but further gains are 
essential to provide facilities for growth in keeping with our market oppor- ey 
tunities. The outlook is encouraging” (p. 11). 1! 


MacFadden Publications, Inc. 


“While the profits increased, in the face of higher costs, the net results would di 
have been considerably better had it not been for the steel strike. Unfor- al 
tunately, the effect of the steel strike is carrying over to the first quarter of r 
1960. But at this time our survey indicates that we are beginning to move into 
higher levels of sales, on both advertising and circulation. u 

“We are confident and optimistic as to the future of your company. Our cur- 
rent cash position is the strongest it has been in many years” (p. 2). 


McCall Corp. 

“In the history of every corporation there are significant years in which the ¢ 
rate of progress and achievement becomes especially accelerated and in which I 
plans for expansion and new development materialize with unusual momentun. 1 
For the McCall Corp., 1959 was such a year.” 

“The forward march of events in each division as outlined in this annual ( 
report will continue through the 1960’s. Our successes encourage management f 
to continue every intelligent investment in personnel, plant, presses, and equip- 


ment, and to accelerate the rate of investment. Plans formulated and already 
in operation call for the strengthening of our organization in every area in order | 
better to serve our customers and to meet our needs. Consequently, I am con- | 
fident that the decade we are entering will witness unparalleled and _ solidly 
based growth for the company” (p.3). 

“The continued success and future progress of McCall’s magazine are related 
directly to the ability of the editors to produce a magazine that effectively serves 
the needs and stimulates the tastes of American women. With management’s 
dedication to producing the best magazine that imagination, hard work, and 
the substantial resources at our command are capable of creating, the future of 
McCall’s magazine is indeed bright” (p. 6). 

Typical of other comments regarding specific operations of the company is the 
following: “Forecasts for 1960 look forward to another record year in sales and 
a further increase in profits” (p. 12). 
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ycGraw-Hill Publishing Co. 

“McGraw-Hill experienced its best year in 1959.” 

“As we start the year 1960, indications are that it probably will be a better 
rar than 1959" (from statement by Donald C. McGraw, president, p. 1). ; 
“At the end of the year the net paid circulation of McGraw-Hill publications 
rached an alltime high of over 1,400,000 subscribers and a total of over 86 
nillion was collected in subscription income. This gain in circulation was ac- 
cmpinied by the highest renewal average for subscriptions ever achieved by 
MeGraw-Hill publications as a group” (p.5). 


Meredith Publishing Co. 

“On an overall basis, the fiseal year 1958-59 has also been a good year in terms 
of operating results. Earnings totaled $4,256,000, or $3.28 per share, an increase 
of 10.5 percent over last year. The regular quarterly dividend of 45 cents per 
share was continued and dividends paid amounted to $1.80 per share. 

“As a result of our publishing plant expansion and equipment modernization 
program and the further diversification of our activities, the long-range outlook 
for our Company is encouraging” (p. 5, letter to the stockholders ). 


Time, Ine. 

“The year’s results, and in particular the reduced operating income margin, 
reflected substantial costs in the first year of a 3-year program to broaden the 
base of the company’s magazine publishing operations. 

“In view of the expected expansion in the Nation’s economy, educational 
levels, and population, we foresee higher circulation levels for all our maga- 
zines. Life, for example, announced that it expected its circulation would be 
averaging 7 million copies per week in the early 1960's. In order to provide for 
high quality magazine production at the expected levels, it has been essential 
that the company and some of its suppliers make sizable investments in new and 
improved facilities” (p. 5). 

“Circulation gains by all Time. Inc.. magazines, domestic and international, 
evidenced the continuing high level of reader interest and acceptance during 
1959" (p. 10). 


In the course of this hearing, a number of magazine witnesses presented a 
dismal account of their finances reflecting net return on sales. This basis for 
analysis was questioned by Congressman Broyhill and Congressman Porter, and 
rightly so. 

Let me cite the “Accountants’ Handbook” (Ronald Press) on the validity of 
using a net income to sales ratio as a measure of profits. The “Accountants’ 
Handbook” states: 

“To many, a high rate of return on net sales is necessary for succesful opera- 
tions. This view is not entirely sound. To evaluate properly the significance 
of the ratio, consideration should be given to such factors as (1) the volume 
of sales, (2) the total capital employed, and (3) the turnover of inventories and 
receivables. A low rate of return combined with rapid turnover and large sales 
volume, for example, may result in satisfactory earnings.” 

A more valid measurement, on the other hand, is the net income to net worth 
comparison. This ratio, the “Accountants’ Handbook” states, is “a measure of 
the earning power of the business from the proprietary of stockholders’ point 
of view.” 

Congressman Broyhill and Congressman Porter recognized the validity of this 
comparison, but in response to their request for data from the Magazine Publish- 
ers’ Association, one witness for that organization stated, ‘“‘We have not been 
able to determine that.” The second witness for this same organization stated, 
“That kind of information is very limited and quite scanty in our industry. 
* * * T am not permitted to have detailed or competitive figures of my many 
members.” 

For the benefit of the Magazine Publishers’ Association and the members of 
this committee, we have summarized the income-net worth position of several 
major magazine publishers. This data was taken direcly from the annual re- 
ports to stockholders of these companies. Their profit ratios to stockholders’ 
equity range between 8 and 19 percent after taxes. These and other related data 
appear in the tables following: 
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Comparison of income with stockholders’ equity, major publishing cor porations, 
fiscal year 1959 


{Dollars in millions] 


Curtis Publishing 
Macfadden Publications, ‘Ine. 
McCall Corp. 


Time, Ine 


Assets Liabilities 


$124. 2 


216.5 


Stock- 


holders’ 
equity 


_ 
ere 
OW 


Income Percent re- 
after turn after 
taxes taxes 


Time, Inc. 


MAJOR PUBLICATIONS 


| Advertising Magazine price | Distribution 
| | (percent) 
| tion guar- | | 
| antee | Rate Rate | l-year | Sub- 
| (black | (4color)| Revenues Pages Per sub- | scrip- | News- 
| and | copy | scrip- tion | stands 
| white) | tion 
59. .......-.| 2, 350, 000 | $12,310 | $18,465 | $46, 126, 315 3, 664. 0 $0. 25 $7. 00 90.0 10.0 
_..------| 2,250, 000 | 11, 560 17, 340 41, 569, 248 3, 412.0 . 25 7.00 90.7 9.3 
2,100,000 | 10,500 | 15,750 45, 112, 621 4, 217.5 . 25 7.00 89.5 10.5 
2) 000, 000 9,680 | 14, 520 42, 598, 778 4, 655.2 | . 20 6.00 88.8 11.2 
| 1, 900, 000 9, 045 13, 570 37, 900, 000 4, 397.6 . 20 6. 00 88. 2 11.8 
1, 800, 000 8, 565 | 12, 845 35, 143, 779 4, 196.7 . 20 6. 00 87.1 12.9 
1, 700, 000 7,940 | 11,910 | 35, 391, 178 4, 247.0 . 20 6. 00 86.5 13.5 
1, 600, 000 7,350 | 11,025 | (!) , 812.0 | . 20 6. 00 84.8 15.2 
1,600,000 | 6,750 10, 130 | (1) 4, 050. 6 | 20 6. 00 84.7 15.3 
6, 590, 000 26, 275 39, 500 | 134, 441, 468 2, 923. 0 19 5.95 89. 2 10.8 
6, 000, 000 26,275 | 39, 500 | 122, 628, 205 2, 778.0 ome 7.75 87.9 12.1 
6, 000, 000 25,275 | 37,975 | 137, 522, 494 3, 361. 0 . 25 6.75 84.4 15.6 
5, 600, 000 21,775 | 32,740 | 137, 454, 372 3, 450. 0 . 20 6.75 82.1 17.9 
5, 400, 000 20, 350 | 30, 600 | 121, 003, 000 3, 302.0 | - 20 6.75 81.7 18.3 
5, 400, 000 19, 200 30, 600 | 114, 035, 747 3, 268. 2 . 20 6.75 79.5 20.5 
5, 200, 000 19, 200 28, 900 | 109, 708, 903 3, 558. 7 | .20 6.75 74.2 25.8 
...| 5, 200, 000 19,200 | 28,900 | (1) 3, 561.0 - 20 6.75 70.8 29.2 
| 5,200,000 | 18,100 | 26, 900 | 3, 807.8 | 6.7 67.6 | 324 


See footnotes at end of table, p. 627. 


— 
$77.9 $4.0 8.6 
5.1 | 15.1 1959--- 
| 28.8 | 1.3 | 8.0 1958 -- 
25.0 8.2 19.2 1957 - - 
23.0 4.3 14.0 1956. - 
-| 123.8 9.0 9.7 1955. - 
1954-- 
- 
1951. 
ae 
Sot 
Rate 
; P 
Tilus 
ot 
Tim 
_ at I 
si 
Tin 
1 ferr 
19 
19 
19 
19 
19 
Li! 
ig 
1y 
14 
19 
> 
ir 


tions, 


Cent re. 
after 


8. 
5. 
8. 
19, 
14, 
9. 


MN WNC 


POSTAL RATE REVISION 


Time, Inc.—Continued 
CORPORATE DATA 


627 


Net sales and | Per share 


operating Net income |__ 
revenues 
Earnings Dividend 
| 
| Thousands Thousands | 
$271, 373 | $9, 004 $4. 60 $3. 25 
245, 107 | 8, 737 | 4.47 3.25 
254, 096 12, 024 | 26.15 3.7 
200, 182 9, 196 4.72 2. 75 
| 178, 156 8, 057 4.13 2. 50 
170, 449 8, 144 4.18 2. 50 
bat 156, 786 7, 750 3. 97 2. 375 
149, 571 7, 287 3. 73 2. 375 


1 Not available. 
2 Excluding special items, 


Sources: Standard & Poors, Moodys Manual, Magazine Circulation & Rate Trends, 1946-58, Standard 


Rate & Data Service, May 27, 1960, 
NOTES 


Publications.—Time, Time International, Life, Life International, Life en Espanol, Fortune, Sports 


Illustrated; Architectural Forum, House and Home. 


Other operations.—50 percent ownership in St. Francisville Paper Co.; 45 percent ownership in Rock- 
Time Corp. (new Time and Life Building); East Texas Pulp & Paper Co.; radio and television stations 
at Denver, Grand Rapids, Indianapolis, Minneapolis, and Salt Lake City (sold in Deeember 1959). 

Stock range.—1951-59: High, 8044 (1956); low, 2744 (1951); 1960 to date, 6744 to 6034 (May 30, 1969). 

History of stock.—1931, split 20 shares for each share class A or B; 1933, split 1 share $6.50 convertible pre- 


ferred ¢ and 10 common for 10 common; 1941, split 4 shares for 1 share; 1949, split 2 shares for 1. 


* Redeemed in 1936 at $105 plus dividends. 
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Curtis Publishing Co. 
MAJOR PUBLICATIONS 


Advertising | Magazine price Distribution 
| (percent) 
Circula- 
tion guar- | | | | | | ab 
antee Rate | Rate | | | 1-year | Sub- 
(black | (4color)| Revenues Pages Per | sub- scrip- | News. 
| and | copy | scrip- | tion | stands 
white) | } tions | 
Ladies’ Home | 
Journal: 
5, 500,000 | $20,800 | $29,100 | $30,798,894 | 1,082.0 | $0.35 | $3. 50 73.8 6.2 
5, 500,000 | 20,800 |} 29, 100 26,976, 551 | 1,012.0 | . 35 3. 50 72.6 27. 
| 5, 250, 000 19,250 | 26,959 | 36,054,000 1, 237.4 | 35 3.50 | 60.8 30,2 
4,600,000 | 14,600 | 20,000 | 25,996,000 | 1,249.6 35 3.50 | 68.0 31.1 
| 4,600,000 | 14, 600 20,000 | 2 2, 000 1, 209.7 | 25} 3.50] 67.6 32.4 
4,600,000 | 14,600 | 20,000 | 20,614,000 | 1,077.3 -35 | 3.50] 63.5 36.5 
| 4, 600, 000 | 14,600 | 20,009 | 19,742,000 | 1, 130.5 | 35 3. 50 61.2 38.8 
-| 4,275,000 | 13,510 | 18,510 | (1) } 1,134.4 25 3.00 58.5 41.5 
| 4, 275, 000 12, 745 | 17, 460 | (4) | 1, 387.4 | . 25 3.00 | 58.3 | 41.7 
6,000,000 | 26,145 | 38,975 | 97,598,552 | 2,817.0 15 6.00 78.2 21.8 
5,400,000 | 23,475 | 35,000 | 87,606,491 | 2,891.0 15 6.00 7. 5 24.5 
5, 200,000 | 21, 205 | 31,620 | 91,474,000 | 3,300.3 | 15 6.00 
4, 650, 000 18,145 | 27,040 | 86,873,000 | 3, 507.6 | 15 6.00 69.7 30.3 
4, 450, 000 16,800 | 25,045 83, 449,090 | 3, 686.3 | 15 6.00 67.7 32.3 
4,450,000 | 16, 800 | 25,045 | 78, 189, 000 3, 686. 4 | 15 6.00 65.4 | = 34.6 
4, 200, 090 15,700 | 23,310 | 80,946,000 4, 184.6 15 6. 00 2. 6 37.4 
3, 800, 000 13,710 | 20, 360 (1) 4, 192.5 15 6.00 61.3 38.7 
3, 800, 000 11, 760 17, 100 (1) 4, 359. 9 15 6. 00 60.3 | 39.7 
CORPORATE DATA 
Net sales and Per share ? 
operating Net income 
revenues 
Earnings Dividend 
Thousands Thousands 
217,071 2, 512 . 22 35 
202, 654 6, 239 1. 29 35 
173, 366 4,517 52 . 20 
cag 153, 837 4, 902 5 


1 Not available. 


2 On common, after providing for preferred issues. 


Sources: Standard & Poors, Moodys Manual, Magazine Circulation & Rate Trends, 1946-58, Standard 


Rate & Data Service, May 27, 1960. 


NOTES 


Publications.—Saturday Evening Post, Ladies’ Home Journal, Jack and Jill, Holiday, American Home. 
Other operations.—Wholly owned subsidiaries: Curtis Circulation Co.; Curtis Distributing Co., Ltd. 
(Canada); New York & Pennsylvania Co., Inc.; Armstrong Forest Co.; T. S. Wooling & Co., Ltd. (Can- 
ada); Armstrong Realty Co.; Willsboro Realty Co., Inc.; Premium Service Co., Inc.; Moore-Cottrell Sub- 
scription Agencies, Inc.; National Analysts, Inc.; Colonial Flectretype Co.; Keystone Readers Service, Inc.; 


American Home Magazine Corp. 


Affiliates: Bantam Books, Inc. (484% percent); Wonder Books, Inc. (40 


percent); Treasure Books, Ine. (50 percent); National Magazine Service, Inc. (50 percent); Science and 


Mechanics Publishing Co. (60 percent). 
Stock range. 


(Common) 1951-.9: High, 1658 (1959); low, 536 (1953); 1960 to date, 1238 to 944 (May 30, 1960). 
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Meredith Publishing Co. 
MAJOR PUBLICATIONS 


Advertising Magazine price | Distribution 
(percent) 
Circula- 
tion guar- 
antee Rate | Rate l-year | Sub- 
(black | (4color)| Revenues Lines Per sub- | secrip- | News- 
and copy | scrip- tion | stands 
white) tion 
Better Homes 
and Gar- 
dens: 
1959....------] 4,600,000 | $18,695 | $25,780 | $25, 631, 517 656, 217 $0. 35 $3. 00 81.6 18.4 
a 4, 400, 000 17, 235 23, 765 24, 456, 413 693, 653 . 35 3. 00 79.9 20.1 
1957..-.------] 4, 200,000 15, 410 21, 250 29, 260, 386 920, 394 35 3. 00 72.5 27.5 
1956....------| 4,050,000 14, 150 19, 340 30,071,028 | 1,043, 476 35 3.00 66.9 33.1 
as 3, 800, 000 12, 800 17, 500 25, 602, 171 994, 512 .25| 3.00 65. 6 34.4 
eee 3, 800, 000 12, 800 17, 500 23, 741, 055 940, 427 . 25 3.00 64. 4 35.6 
_.-| 3,600,000 | 11,925 | 16,325 | 27,240,924 | 1,149, 691 25 3.00 58.0 42.0 
1952..._.....-| 3, 400,000 10, 900 14, 900 (1) 1, 020, 884 . 25 3.00 57.3 42.7 
es 3, 400, 000 10, 200 13, 940 (1) 1, 089, 911 . 25 3.00 58.8 41.2 
Successful 
Farming: 
ECS 1, 200, 000 4, 800 6, 455 5, 086, 345 409, 988 25 
| eases 1, 200, 000 4, 800 6, 455 4, 711, 388 381, 128 25 1.00 ee 
Seer 1, 200, 000 4, 500 6, 050 5, 035, 892 435, 812 25 1.00 | ee 
1956_....-----| 1,200,000 4, 000 5, 500 4, 743, 975 451, 429 25 1.00 99. 1 .9 
1955 .-----| 1,200,000 4,000 5, 500 4, 674, 917 456, 345 25 1. 50 98. 6 1.4 
ae 1, 200, 000 4, 000 5, 500 4, 418, 845 441, 810 25 1.50 98. 7 1.3 
eee 1, 100, 000 3, 625 4, 900 4, 301, 856 3 25 1. 50 98. 5 1.5 
(Se 1, 100, 000 3, 625 4, 900 (@) (1) 25 1. 50 97.8 22 
1, 100, 000 3, 285 4, 435 25 1.50 99. 6 
CORPORATE DATA 
Net sales and Per share 
operating Net income 
revenues 
Earnings Dividend 
Thousands Thousands 
$51, 817 $3. 28 $1. 80 
49, 721 3, 2. 97 1. 80 
48, 460 4, 047 3.14 1. 60 
39, 009 3, 349 2. 60 1. 30 
33, 587 2, 939 4. 55 1. 60 


1 Not available. 
Sources: Standard & Poors; Moodys Manual; Magazine Circulation & Rate Trends, 1946-58; Standard 
Rate & Data Service, May 27, 1960. - 
NOTES 


Publications.—Better Homes and Gardens, Successful Farming, and associated books. 

Other operations.— Radio and television broadcasting studios in Phoenix, Kansas City, Syracuse, Omaha, 
and Tulsa; Successful Farming Circulation Co.; Better Homes and Gardens Circulaticn Co.; Replogle 
Globes, Inc. 

Stock range.—1951-59: High 3842 (1960); low 154% @ (1953); 1960 to date, 3842 to 3442 (May 30, 1960). 


® After 2 to 1 split; 1953 range before split, 3444 to 3019; low after split, 19 (1954). 
THE POST OFFICE A “MONOPOLY” 


The publishing industry has also asserted that it is at the mercy of the largest 
monopoly in the world, without the protection of a regulatory body. In addition, 
publishers have charged that the Post Office Department has exploited this 
monopoly position by raising rates uninterruptedly, rather than by focusing on 


improvements and efficiency. 
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Obviously, this is intended to give the impression that the Post Office Depart. 
ment is a money-hungry, unrestrained monopolist that can and does squeeze its 
customers at will. 

This statement is so absurd it must be exposed in fairness to the public. 

Of all the mail services the Post Office operates, the delivery of magazines and 
newspapers is the most competitive. 

The statement of the Hughes Commission in 1912 on this point is just as acen- 
rate today as it was then. The late Charles Evans Hughes stated in his report 
that “the Government has no monopoly in the case of second-class matter. Any 
part of the transportation or distribution of this sort of matter which may be 
profitable is therefore open to competition of private agencies. * * * There 
being no monopoly, private enterprise is certain to compete for any portion of 
the business which may afford a profit, leaving to the Post Office that which costs 
more than it returns.” 

Every newsstand, newsboy, and delivery service is a competitor of the Post 
Office Department where magazines are involved. 

Magazine publishers use the postal service because they find it the most profit- 
able medium of distribution. In fact, in recent years they have found it in- 
creasingly advantageous to use the mails. In 1946, newsstand sales accounted 
for 52 percent of magazine circulation. Now they are down to only 34 percent. 
Subscription sales, which go through the mails, rose from 48 percent to 66 
percent. 

As for a regulatory body, the magazine publishers quite obviously have over- 
looked the fact that Congress fixes second-class rates, not the Postmaster Gen- 
eral. As for the operations, of the Post Office Department, they are under con- 
stant scrutiny by the Congress and its auditing and investigating arm, the 
General Accounting Office. The records of the annual appropriation hearings 
show how thoroughly Congress reviews each year every detail of the Depart- 
ment’s financial affairs. 

POSTAL EFFICIENCY 


When this administration took over, the postal deficit exceeded $700 million. 
Within 3 years it succeeded in cutting this deficit approximately in half. 

The subsequent rise in the deficit was due to factors entirely beyond the ad- 
niinistration’s control. Between 1955 and 1958, Congress enacted wage and 
fringe benefit increases of $400 million. Railroad rate increases added another 
$50 million a year to the Department’s costs. 

At the beginning of this administration we promised improvements in effi- 
ciency which would reduce costs $200 million a year. At this point, substantial 
gains in productivity have produced savings in the range of $300 million 
annually. 

Without this improved efficiency we would be dealing with a deficit in the 
neighborhood of $1 billion instead of a $600 million deficit. 

There is no basis for the contention that the existing postal deficit can be 
eliminated through further efficiency gains. That would take years of time. The 
deep-rooted methods of an organization of a half million people cannot be 
changed completely in a few years. 

In the Post Office, or in any large organization, there is always room for 
further improvement. Perfection is a state achieved only in Heaven. In 
arguing this point, could it be that the publishers would like to see postage-rate 
increases postponed until we reach our eternal rewards? 

Those who would compare efficiency gains in the Post Office with the gains 
scored in industry during the past 7 years either fail to recognize, or perhaps 
shut their eyes to, one very significant difference. We have pointed out on 
numerous occasions that the postal system we took over in 1958 was “antiquated 
and antediluvian.” But the last 7 years have brought technological changes and 
administrative improvements more extensive than in any similar period in the 
long history of the postal service. Further improvements in facilities and mail 
handling are in the making at every stage from the drawing board to fuli-scale 
pilot operations. 

Unlike the business organizations which were well along with their moderni- 
zation programs in 1953, we started almost from scratch. Our pipeline delays 
from design to operations are not unlike those of private industry. No techno- 
logical revolution was conceived and brought to fruition in 7 years. But in that 
period this administration has laid the basis for the most sweeping changes that 
anyone dared to envision. 
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The Department recently completed a comprehensive nationwide study of our 
whole mail transportation problem. As we improve nationwide transportation, 
we link together the metropolitan areas and thus bring closer the day when we 
will in fact have next-day delivery of a letter between any two major cities in the 
United States. 

Project Turnkey in Providence, R.I., will be in full operation in the early fall 
of this year. This facility will provide, for the first time, a complete working 
post office operating as a living laboratory for the advancement of mechanical 
mail-handling techniques. 

Project Gateway in Oakland, Calif., now in the planning stage, will be an 
experiment in the most advanced state of postal operations. When completed, 
it will serve as the model for revolutionary changes in mail-handling functions. 

The best evidence of improved efficiency is the simple fact that less than 8 
percent more manpower is in use today to handle a more than 20-percent in- 
erease in mail volume since 1953. Most of the manpower increase resulted 
from the addition of city carriers to serve expanding suburbs. Excluding city 
carriers, the employment increase was only 2 percent. 

I should like to emphasize one further point for the benefit of our critics 
who point with pride to their own accomplishments while they scoff at the 
record of the Post Office. The members of this committee will probably recall 
the neatly stacked bundles of Life magazine that were displayed here a few 
days ago. Now, compare that scene, if you will, with this picture of a culling 
operation in the Washington post office. 
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There you have the major difference between modernization in the Postal] 
Establishment and in an industrial operation. That difference is standardiza- 
tion, or the lack of it for the postal service. 

The Post Office, obviously, cannot choose its sizes and shapes as does Time, 
Ine., or any other publisher or industrialist. The postal service was created to 
provide a communication and small-parcel delivery service with virtually no 
restrictions on the character of the products it must handle. 

These numerous sizes and shapes are the major stumbling block to more 
rapid modernization. Progress was slowed in the past because of this problem 
and our efforts to arrive at a reasonable degree of standardization have been 
rebuffed at every turn. 

Generally, those who are the most voluble critics of postal efficiency are the 
very ones who resist every effort to counter the problem of nonstandardization 
in the postal service. 

One example of this opposition is an article in the May 1960 issue of the 
Reporter of Direct Mail Advertising. The editor, Henry S. Hoke, Sr., wrote as 
follows: 

“And this reporter says, “To hell with it,’ on the subject of standardizing 
envelopes. We agree with some of the comments made by Ed Lustig of Circula- 
tion Associates, Inc., New York, in a special report he wrote for the Mail Adver- 
tising Service Association. He is against unqualified approval or praise of the 
Post Office attempts at automation because we may be agreeing to conformity.” 


FIRST-CLASS RATES 


Mr. Chairman, I have dwelled at length on second- and third-class mails. My 
reason for this has been to answer the numerous inaccuracies and distortions 
which appear in this record. 

I do not wish, by any means, to leave the impression that the urgency of a 
first-class rate increase has receded. With a prospective deficit of $554 million 
in the forthcoming fiscal year, the break-even objective of the Postal Policy Act 
can be met only if there is a rate increase in first class. 

But, as I pointed out in my earlier statement, the need for rate adjustment in 
first class stems from more than arithmetic. First class is greatly underpriced 
in terms of the rate criteria adopted in the Postal Policy Act. A 4-cent rate is 
not adequate payment for the numerous preferential services extended to the 
patrons of this class of mail. 

The 33-percent rate increase of 1958 falls short by far of paying for a more 
than 100-percent cost rise since 1932. 

I trust the absence of any significant opposition to a first-class rate adjustment 
is an indication of acceptance by the public of the Department’s position in this 
matter. 

THE TASK AHEAD 


Mr. Chairman, in closing I would like to leave this one final thought with you 
and the members of this committee. 

You may recall in my last appearance here I emphasized the great social loss 
to our country that has resulted from diverting huge amounts of public funds 
to finance recurring deficits in the postal service. 

That observation was made when our hopes, though wavering, still reached 
out for a peaceful settlement of difference with the Kremlin. 

Now that Mr. Khrushchev has again brought the icy chill of cold war to our 
hearts, it may be more significant to view these postal deficits in terms of 
how much defense they would buy. 

The postal deficit for 1961 is projected at $600 million. What would $600 
million more buy? Let me illustrate by reference to this chart. 
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WHAT #600 MILLION 
MORE COULD BUV.. 


ATLAS MISSILES 


OR OR 


3/5 545 


TITAN MISSILES POLARIS MISSILES 


NUCLEAR A 
7@ 8-52 BOMBERS 


315 Atlas intercontinental missiles, or 
315 Titan missiles, or 

45 Polaris niissiles. or 

10 nuclear attack submarines, or 

76 bombers. 

Mr. Chairman, the appalling financial situation in our postal service must not 
be continued. I cannot conceive of an adequate prograin for fiscal responsibility 
which does not deal decisively with this problem. 

And now thit a solution of our cold war problem seems more remote and 
elusive. I feel more strongly than ever that we cannot go on drawing from the 
Federal till to meet our postal deficit. 


A STATEMENT BY POSTMASTER GENERAL ARTHUR E. SUMMERFIELD IN RESPONSE 
TO AN ADVERTISEMENT CIRCULATED BY THE BUSINESS Mat FOUNDATION ON 
May 25, 1960 

PREFACE 


It is inherent in our free society that every citizen and every group of citi- 
zeus has the right to express his or their views publicly, and to appeal to the 
public to accept those views. 

If these statements are honest and accurate, they may go unchallenged. But 
when they are inaccurate and deliberately misleading, and distort basic facts 
for the apparent purpose of duping the public, they must be challenged vigor- 
ously. Serious consequences may result if the record is not promptly set 
straight. 

Such is the position the Post Office Department must take with regard to 
statements made by an organization known as the Business Mail Foundation 
in full-page newspaper advertisements in two newspapers. 
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PURPOSE 


This organization proclaims that its purpose is “helping both commerce and 
private citizens to create better mail communications everywhere”; but its 
ore pressing purpose, as reflected through a thin disguise in the first advertise 
ment, is to protect the huge postal subsidy enjoyed by the direct-mail industry, 
by persuading American taxpayers that the Post Office Department should con- 
tinue to operate at a tremendous deficit. 


SPONSORS 


The concerns for which this foundation speaks, along with some allied groups, 
are engaged in distributing the voluminous direct mail advertising matter which 
comes into your home and places of business through third-class-mail delivery. 
The advertising and solicitation materials with which they flood the mails are 
usually handled under third-class postal rates that have long been far below 
the actual cost to the Post Office Department, with the result that the burden 
for this hidden but nevertheless real subsidy falls on the taxpayers. We can 
estimate that you pay 1 cent for every piece of direct mail you receive, even 
though you have not ordered it or known it was coming, as a means of making 
up the difference unpaid by the sender. 

The losses resulting from this hidden subsidy represent a substantial part of 
the $6.8 billion postal deficit, almost half of the total Federal deficit, piled up 
since World War II. This deficit is costing American taxpayers $200 million a 
year in interest alone. 

THREEFOLD INTENT 


(a) Continue and perpetuate subsidizing third-class mail users ; 
(b) Masquerades on public interest ; 
(c) Insults intelligence of Congress. 

With regard specifically to the advertisement, it is filled with half statements 
which result in no truth. 

Before looking individually at the most flagrant of these statements, I should 
like to make three observations regarding the overall intent of the message. 

First, its effect is to perpetuate a deficit caused by the payment of huge 
subsidies to business mail users by the process of charging rates far below cost 
of handling advertising material. The Post Office Department is asking Con- 
gress for increases in postal rates that will permit the Department to operate 
on a more nearly break-even basis. On this basis, each citizen will pay only 
for the postal service he requires and uses. 

If these increases are denied, as urged by this organization, the only other 
source for maintaining this tremendous American postal service, through which 
our people send and receive two-thirds of the total world’s mail, will be general 
tax funds. The American taxpayer will have to share the total bill. He can- 
not get something for nothing, as this advertisement would have him believe. 

Second, this message masquerades as being entirely in the public interest, 
whereas, in fact, it is special pleading by a selfish-interest group. It seeks to 
win popular support for action that would appear to be helping the public, but 
actually would serve to perpetuate the huge postal subsidy of the direct-mail 
industry. 

Third, the advertisement distorts and misrepresents the intent of congressional 
policy with respect to postal services and rates. It is, in fact, an insult to the 
intelligence of the Members of Congress as well as the public at large. 

It represents that Congress has always had a policy that postal service should 
be tax-supported—whereas, from the very inauguration of the U.S. postal system 
to the latest congressional policy directive in 1958, the Congress has held that 
postal revenues should approximately equal postal costs of operation. 


“PUBLIC SERVICE” TO WHOM ? 


The foundation’s statement undertakes to persuade the public that postal 
deficits are an essential “public service.” The question is, Service to whom? 
It is a fact that 75 percent or more of all the mail handled by the Post Office 
Department is business mail. If American taxpayers are to underwrite a $600 
million annual deficit as a public service, who will be the beneficiaries? Ob- 
viously, those who are using the service most at rates well under the actual cost. 
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FRANKLIN’S CONCEPT DISTORTED 


Let us look now at some of the specitic half statements and misstatements 
which beg the truth and seek to mislead the reader. 

“Eighty-six Congresses, from the first to the one now serving, have endorsed 
the (Benjamin) Franklin concept of service to all at low cost.” 

This is absolutely true. We have always sought to provide service to all at 
low cost and the U.S. mail service has always been, in fact, the best mail-sending 
bargain in the world. But after making this premise, the message goes on 
to state: 

“* * * But a break-even or profitmaking post office must remain an im- 
practical dream unless Franklin’s blueprint is to be scrapped and _ history 
reversed.” 

Continental Congress decreed postal service should-— 

1. Pay its expenses ; 
2. Use surplus for expansion of service. 

Franklin’s actual blueprint was to maintain a low cost postal service but to 
derive revenue from its use which would meet its cost. Consequently, one of the 
first acts of the Continental Congress in 1782 stated : 

“The United States in Congress assembled shall have the sole right and power 
of establishing and regulating post offices from one State to another, and exact- 
ing such postage as may be requisite to defray the expenses of such offices. All 
funds above cost shall be expended in establishing new post offices and post 
routes so as to make the institution as useful as possible. * * *” 


OPERATED PROFITABLY FOR DECADES 


Obviously, the intent of Congress from the very beginning was that the post 
offices be self-sustaining. In fact, for the first 30 vears of operation under the 
postal policies of Franklin and other Founding Fathers, the post office produced 
a revenue surplus of 15 percent. 


RATES ADJUSTED TITREE TIMES IN 28 YEARS 


The advertisement refers to “persistent efforts to transform this public service 
into a business by consistently raising its rates and fees.” 

The fact is that there was no raise in first-class postal rates from 1982 until 
1958, during which time costs were rising by more than 100 percent. 

Second- and third-class rates were raised slightly in 1949, 1952, and 1958. 

Bulk rates for advertising circulars were first established in 1928. From that 
year through 1949 there were no rate increases at all. These intervals of long 
years could hardly be called “consistent.” 


POSTAL SERVICE NOT PARALLEL NOR COMPARABLE TO OTHER GOVERNMENT AGENCIES 


“It costs money to operate the Post Office. It also takes tax dollars to support 
the Department of Agriculture, the Department of Labor, the Department of 
Commerce, and every other department and agency. Why is the Post Office, 
alone among Federal operations, considered to be running at a ‘deficit’?” 

I believe the sponsors of the above statement know the answer full well. 
Historically, the Post Office Department has been recognized as essentially and 
fundamentally different from those agencies which depend almost exclusively 
upon taxation for their operating costs. The functions of these latter agencies 
are intangible. They cannot be reduced to measurable units of service or bene- 
fit to identifiable users. It is the function of taxation to collect from the general 
public the costs of Government which cannot be collected directly from the 
beneficiaries of the service rendered. All the services of the Post Office are of 
measurable value to individuals who seek such services. It has never been the 
function of taxation to meet such identifiable, personally incurred, collectible 
expenses, 

VAGUELY SUGGESTS POSTAGE SYSTEM BE ABOLISHED 


To carry the advertisement’s argument to its logical conclusion, it would re- 
move the postage system altogether and pay for postal service entirely with tax 
funds. I am quite sure that the individual citizen would much prefer to pay 
his postage as he puts his letter in the mail box than to pay the enormous annual 
tax burden that would help also to underwrite the voluminous mailings of the 
members of the Business Mail Foundation. 
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PUBLIC INTEREST SERVICES INOONSEQUENTIAL 


The advertisement seeks to imply that the Post Office incurs a sizable part of 
its deficit as a result of charging as postal costs a variety of services carried on 
for other Government agencies, or in the interest of the Nation’s well-being. 
This section of the advertisement is so garbled as to be almost impossible to 
give sensible comment. 

As compared with total postal costs, the nonpostal services enumerated by the 
Business Mail Foundation are so inconsequential that it is ludicrous to attribute 
any significant portion of the postal deficit to them. 

in the current fiscal year the Post Office Department is being reimbursed for— 
Registration of aliens; 

Sale of migratory bird stamps; 

Sale of U.S. savings bonds and stamps; 

Distribution of income-tax forms. 

The Department estimates that it supplies $17 million worth of services to 
other agencies. Ut receives in return, however, some $40 million of free services 
from other Government agencies. Typical of the latter is the space occupied in 
public buildings without cost to the Post Office Department. On balance, rather 
than there being any public service loss there is actually a net gain to the 
postal service. 

Each year the Internal Revenue Service mails about 60 million income-tax 
forms for which the Post Office Department receives the prevailing rate of post- 
age for third-class mail. Reimbursement from the Internal Revenue Service 
and other Government agencies in fiscal year 1959 totaled $66 million—8$9 million 
more than the expenses incurred in providing these services. 

The full cost of all the free postal services listed is less than $20 million, 
The “free services” argument is, in short, a sheer “strawman” issue. 


GOVERN MENT ACCOUNTING ATTACKED 


The advertisement states: “A start has been made in putting some sense in 


postal bookkeeping * * *.” 

The Post Office Department’s bookkeeping reflects the highest degree of fiscal 
integrity. The Post Office, like every other Government department, conducts 
its bookkeeping under the broad glare of Government-accounting supervision. 
Its bookkeeping is under the regular surveillance of the General Accounting 
Office. 


CITING OF JOHNSTON-CARLSON LEGISLATION REVEALS SPONSORS’ TRUE OBJECTIVES 


The proposed Johnston-Carlson legislation, which the direct-mail pleaders 
tout as “a step toward ending fiscal irresponsibility in postal bookkeeping,” 
would, in fact, make a mockery of it. 

The legislation, which would write off 15 percent of all postal costs as a public 
service, flouts the stated intention of Congress. The Postal Policy Act provides 
that the Post Office Department shall operate on a break-even basis except for 
public services. There is nothing in the legislative history of the Postal Policy 
Act to permit these public services to become a device for perpetuating large- 
scale deficits. 

Post Office Department costs for 1961 are estimated at about $4 billion. Fifteen 
percent of that amount is $600 million—almost precisely the deficit projected 
for that year. If the bill admired by the direct-mail group were adopted, the 
Congress would be underwriting the entire amount of the present deficit as a 
public service. Obviously, this bill calls for the ultimate in fiscal irresponsi- 
bility, as it would place today’s entire postal deficit permanently on the backs 
of taxpayers. It would be a sheer trick in favor of the selfish-interest groups, 
beclouding the true issue from the people. 

It is quite apparent that these selfish groups have influenced and misled Sena- 
tors Johnston and Carlson, who introduced this legislation. Enactment of this 
bill would perpetuate the hidden postal subsidy which has been one of the best 
kept secrets of the publishing and advertising industries. 


RESPONSIBLE MEMBERS OF CONGRESS SUPPORT RATE ADJUSTMENT LEGISLATION 


At this point, it should be noted that there are many leaders and Members 
of the Congress who are fully in support of sound fiscal policies for the Post 
Office Department. These leaders have introduced 19 bills during the current 
Session aimed at carrying out the true intent of the postal policy of the Congress. 
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Among these leaders are Congressman Tom Murray, Democrat, chairman of 
the House Post Office and Civil Service Committee; and Congressman Eaward 
H. Rees, Republican, ranking minority member of this committee. Senator 
Everett Dirksen, Republican, has also sponsored rate legislation. 

The following additional Members of Congress have introduced separate bills 
which, if enacted, would raise rates for third-class mail: Thomas G. Abernethy, 
Joel T. Broyhill, William TT. Cahill, Elford A. Cederberg, Edward J. Derwinski, 
John E. Henderson, Donald L. Jackson, Carroll D. Kearns, Katharine St. George, 
Frank FE. Smith, Wint Smith, James B. Utt, and Jack Westland. 


RESORTS TO PERVERSION TO CONTROVERT INTENT OF POSTAL POLICY ACT 


Perhaps the most deplorable use of half statements to leave just the op- 
posite of the truth in the reader's mind is found in that section of the adver- 
tisement headed, “Postal Policy Act of 1958: ‘A Public Service’.” 

The Postal Policy Act of 1958 specifically states: 

“Postal rates and fees shall be adjusted from time to time as may be re- 
quired to produce the amount of revenue approximately equal to the total cost 
of operating the Postal Establishment less the amount deemed to be attributable 
to the performance of public services under section 104(b) of this title.” 

The Post Office Department followed this guideline of the Postal Policy Act 
in recommending rate increases. 

The statement is made that the “Postal Policy Act of 1958 determined by law 
that the Post Office should remain a public service, handling all types of mai! 
and other services in the public interest of 180 million Americans.” 

The statement in itself is a simple enough expression of fact. But its pur- 
pose seemingly is to create the implication that this bland observation is the ex- 
tent of the policy. The implication is thus left that the act has no reference 
to, or concern with, costs and revenues. This is a plain perversion of the 
truth. 


BASIC ECONOMIC FACTORS IGNORED IN CLAIM WAGES UNRELATED TO REVENUE 


The statement is made: “And there is no reason to link the question of postal 
salaries with postal rates.” 

It is difficult to believe that the authors of this statement either are so naive 
or so oblivious to the basic laws of economics as to utter it. Employment costs 
represent approximately 80 percent of the total Post Office cost of operation. 
Obviously, this overwhelming part of total postal costs must be given some con- 
sideration in relation to the revenues required to sustain the operation. To 
ignore the relationship between these two factors would be to create fiscal 
chaos, from which the taxpayer would suffer most heavily. 

Salaries are not singled out as a factor in rate determination. The Postal 
Policy Act calls for a break-even postal operation based on total costs. Since 
salaries are an integral part of these costs they are automatically linked to 
postal rates. 


AMERICANS DESERVE BEST POSTAL SERVICE AT LEAST COST TO THE INDIVIDUAL 


Finally, the statement is made: “You and all American postal patrons de- 
serve the best public mail service in the world, not the most expensive Post 
Office ‘business’.” 

With this I most heartily agree. The Post Office goal over the past 7% years 
has been, and continues to be, the best mail service in the world at the lowest 
practical cost to its users. 

If this cost is to be met through tax moneys, the individual family user of the 
postal service will find it to be “most expensive.” The small increase he would 
pay for first-class postage under our present proposed rate increase would be 
very modest as compared with his share of the increased tax burden that would 
inevitably come from a postal system based on the wishes of self-serving groups 
seeking to preserve their own privileged status at public expense. 

The above, I repeat, are only some of the half statements and misstatements 
which should be corrected in. the interest of truth. 

I believe these are sufficient, however, to indicate the nature of the selfish- 
interest forces the public is facing in the question of equitable postal rates. 

These forces are strong and their influence in the Congress is considerable, 
despite the many stanch proponents of sound fiscal policy in that body. 
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The Eisenhower administration and the Post Office Department will continue 
to fight for equitable postage rates on all classes of mail which will place the 
Department on a more nearly self-supporting basis and thus provide fairer treat- 
ment to the American taxpayers. 

We most sincerely hope that this determination will also come soon to pre 
vail in the Congress, and that America’s taxpayer-voters will look to those 
Members and candidates who are dedicated to the public—and not pressure 
group—interest. 

CONCLUSION 


After all the facts are examined, it is quite clear that the advertising cam- 
paign of the Business Mail Foundation has only one aim: to continue the hand- 
out which the direct mail industry has enjoyed for so many years at the expense 
of the taxpayer. 


Post OFFICE DEPARTMENT REPLIES TO “SOME QUESTIONS AND ANSWERS ON Post 
OFFICE MATTERS” 


Submitted as Exhibit B in Statement on Behalf of Time, Inc., by David W. 
Brumbaugh before the House Post Office and Civil Service Committee, June 
2, 1960. 

Time’s question and answer 


1. Did Deputy Postmaster General Stans testify before this committee in 1957 
that there are costs aggregating millions of dollars (examples given alone total- 
ing over $200 million) spread across first-, second-, and third-class mail which 
should only be charged to first class mail? Yes. 


Post Office Department's reply 


Mr. Stan’s testimony has been taken out of context. Mr. Stans did not testify 
that the cost ascertainment figures as such were in any way in error in spreading 
the $200 million of certain costs over all classes of mail. He did state that the 
special items which these costs represented were factors which should properly 
be taken into account for ratemaking purposes in fixing rates above cost for 
first-class mail. Specifically he said: 

“Unfortunately, the cost accounting that would be involved to measure this 
factor, if we could measure it at all in cost ascertainment, would be fantastic. 
So we do not take it into account in cost ascertainment. It is a factor that we 
ask the committee to take into account as a value factor for first-class mail” 
(p. 221 of 1957 House hearings on H.R. 5836). 

In the hearings before the Senate he amplified this concept as follows: 

“The important thing about cost ascertainment is that it does not, in itself, 
provide an automatic formula for fixing postal rates. It was not intended to do 
that. But cost figures can serve a useful purpose in the ratemaking process if 
they are used as a starting point for the addition or deduction of other factors 
which are pertinent under ratemaking principles. This is the procedure fol- 
lowed before many other regulatory ratemaking bodies, such as the Interstate 
Commerce Commission. Allocated-cost figures are refined through evaluation of 
pertinent ratemaking factors which do not enter the original costing system itself. 
Such computations are of immeasurable value in determining the revenue require- 
ments of a class of traffic or type of service and the level of rates necessary to 
attain the desired revenue objective” (p. 29 of 1957 Senate hearings on H.R. 
5836). 


Time's question and answer 


2. Did Mr. Maurice Stans subsequently see to it that the proper accounting 
procedures be instituted to rectify the errors? No. 


Post Office Department's reply 


Since Mr. Stans did not testify that the accounting procedures were in error, 
there were obviously no changes required in the system. 


Time's question and answer 


3. Does the Post Office use the concept of out-of-pocket costs and less than 
fully allocated costs when it appears before other Government agencies? Yes. 
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Post Office Department's reply 

The consideration of out-of-pocket costs in ratemaking processes may be appro- 
priate under certain circumstances. There is no question, however, but what the 
Congress itself has specifically and unequivocally rejected the concept of out-of- 
pocket costs for postal rate purposes. At one stage in the legislative history 
leading up to the enactment of the Postal Policy Act of 1958, the bill as reported 
to the Senate contained a provision that the cost of all classes of mail other than 
first-class and fourth-class shall be ‘computed on an incremental or out-of-pocket 
cost basis.” This provision was deleted from the bill by amendment on the floor 
of the Senate on the grounds that it was dangerous, confusing, ambiguous, and 
vague. 

The conference committee rejected vestigial remnants of the primary function 
theory by deleting the remaining language in the bill (essential to any out-of- 
pocket cost concept) that first-class mail is the “primary function” of the postal 
establishment and the language referring to what the ‘‘cost” of the various classes 
of mail should contain. In lieu of these rejected principles, the conference com- 
mittee, and subsequently the Congress adopted the Department’s preference pro- 
vision—that first-class postage revenues should be based on allocated expenses 
plus an “additional amount” representing a judgment appraisal by Congress of 
the value of intangible factors. 


Time’s question and answer 
4. Has the Postmaster General publicly recognized that the principle of out- 
of-pocket costs must be considered in connection with second class-mail? Yes. 


Post Office Department's reply 

If the Postmaster General made the statement attributed to him in response 
to a question while on a television program, his use of the term “out-of-pocket 
costs” was a slip of the tongue as the concept is contrary to the Postmaster 
General’s philosophy of postal ratemaking. He undoubtedly intended to use 
the term “allocated costs” since he was using it with reference to the starting 
joint from which rate considerations up or down must be made. 


Time’s question and answer 

5. When supplying you with figures on individual publications in second-class 
mail, did the Postmaster General take into consideration the out-of-pocket costs 
of such publications? No. 

Post Office Department’s reply 

The Department has not taken into account out-of-pocket costs for either 
individual publications or classes of mail since this concept is not germane 
to postal ratemaking. 

Time’s questions and answers 

6. Exhibit 1-B, page 21, of the 1959 cost ascertainment report shows a break- 
down of the various subclassifications of second-class mail in which expenses 
are termed “Actual.” Are they ‘Actual’? No. 

7. Does the cost ascertainment system allocate costs only to the general 
classes of mail and therefore is the breakdown of the subclassifications of second- 
class mail based solely on statistical averages and not on solid cost account- 
ing? Yes. 

8. Does the statistical breakdown of the second class subgroups give full 
credit to those groups where more complete advanced preparation of the mail 
is more feasible and is performed? No. 

9%. Does the use of statistical averages misallocate whole cost categories such 
as millions of dollars of city delivery carrier costs to free-in-county mail which 
by definition cannot receive such service? Yes. 

Post Office Department's reply 

It should be noted that these questions are directed only toward the validity 
of the breakdown of cost to subclassifications of second-class mail. They do not 
in any way question the accuracy of the total cost allocated to second-class mail 
as a whole under the cost ascertainment system. Any inaccuracies therefore 
noted or claimed in the cost breakdown by subclasses would serve simply to 
increase or decrease correspondingly other subclassification costs within the 
second-class mail category as a whole. 
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The Department agrees that it has allocated costs to subclasses of mail within 
a class through the use of average cost factors. Cost elements for second-class 
mail have been reduced, as appropriate, to terms of cost per piece, per pound, per 
pound-mile, and per cubic-foot-mile, and then applied to these quantities for the 
various subclasses. This procedure which was used in parcel post cases before 
the ICC has been accepted by the ICC in approving rate increases requested 
by the Department. 

Any economies resulting from premailing preparation of publications are re. 
flected in total second-class costs. No attempt is made to separately assign any 
savings resulting from such practices to specific subclasses. Neither does the 
Department attempt to assign to specific subclasses additional expenses which 
may be incurred as a result of the expedited treatment given publications having 
time news value. There are no data to support the premise that any one group 
of publications performs premailing services resulting in economies for that 
group over other groups of publications. The premailing requirements of the 
Department affect small publications as well, and where the area of distribution 
is limited, often result in substantial distribution economies. 

With respect to the subcategory of free-in-county mail, it could be that to the 
extent that average delivery cost assigned to this item differed from actual rural 
delivery costs, some inaccuracy would result. However, any variation in costs 
allocated to free-in-county mail would automatically result in compensating 
variations for other subclasses. 

The Department discontinued in the fiscal 1957 report the practice of indi- 
‘ating by footnote that the breakdown of second-class mail costs by subclass 
was developed by processes of approximation but specified in the transmittal 
letter that no significant change from preceding years was made in the cost 
ascertainment basic procedures. The Department intends to provide a footnote 
in future publications of the report. 


Time’s question and answer 


10. Does the Post Office Department have a cost system which prevides for 
the costing of individual publications? No. 
Post Office Department's reply 

The Post Office Department can and has on occasion analyzed the handling 
and established the cost of individual publications, but this procedure is intricate 
and must be tailored to each individual publication. It is, therefore, expensive 
and time consuming. The expense of a cost system designed to provide regularly 
cost figures for any one publication would be prohibitive. Since rates are never 
established for individual publications, the cost of making such analyses would 
not be justified. 


Time’s question and answer 

11. Did the Post Office use simple average cost statistics for all of second 
class when attempting to compute the individual costs of handling Life? Yes. 
Post Office Department's reply 

The Post Office Department used average cost factors in computing the costs 
of handling Life. Mr. Stans stated (House Post Office and Civil Service Com- 
mittee hearings, 85th Cong.. H.R. 5836 and H.R. 5839, p. 745) “the Post Office 
believes * * * that the result is not significantly incorrect as a measure of the 
full cost of carrying this publication.” Mr. Stans further explained that “A field 
study made by the Post Office Department produced costs 11 percent below 
results obtained by use of average cost factors of Time Magazine. The Saturday 
Evening Post cost study resulted in costs 1 percent below results obtained by 
average cost factors.” 
Time’s question and answer 


12. Did the use of simple averages substantially overstate the cost of trans- 
porting Life in the mails? Yes. 


Post Office Department’s reply 


Average cost factors were used in computing the transportation cost for Life 
Magazine. Mr. Stans adequately explained on page 745, House Post Office and 
Civil Service Committee Hearings, 85th Congress, H.R. 5836 and H.R. 5839, Post 
Office Department measurements of density in transportation as compared to 
measurements made by Life Magazine. 
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Time's question and answer 
13. Ibid the use of simple averages substantially overstate the cost of deliver- 
ing Life on rural routes? Yes, 


Post Office Department's reply 

The use of average cost factors may result in overstating the expense of trans- 
porting Life Magazine on rural routes. However, this apparent overcharge 
might well be offset by higher proportionate costs of city delivery service, the 
possibly greater distribution expense in urban post offices, as well as additional 
costs inherent in giving expedited handling to the handling of time value 
publications, 
Time's questions and answers 

14. In spite of the obvious conclusion by any competent analyst that the 
handling and sortation of pieces is the primary cost element in mail costs, did 
the Postmaster General ever testify to this fact prior to this year? No. 

15. Is this fact clearly highlighted in the recently released “Survey of Postal 
Rates” and did we not testify to this very fact in 1957? Yes. 
Post Office Department’s replies 

The Post Office Department has recognized the importance of handling and 
sorting of pieces as a significant element in mail costs. In fact, the Department 
has on several occasions recommended to the Congress increases in the minimum 
per piece rate in order to bring revenues derived more nearly in line with costs 
incurred for such mail. This fact, as Mr. Brumbaugh observes, has been further 
highlighted in the Department’s “Survey of Postal Rates,” which was submitted 
to the Congress pursuant to Public Law 85426, and forms the basis for the 
Postmaster General’s current proposal for a one-half-cent charge for each piece 
of second-class matter. In 1957, the Deputy Postmaster General, Mr. Stans, in 
replying to a statement by Mr. Brumbaugh on this very point, testified: ‘“‘There 
is merit in Mr. Brumbaugh’s belief that the minimum piece rate of one-eighth 
cent per copy on second-class matter is entirely too low. However, he is incorrect 
when he attributes the entire loss on second-class mail to this fact.” (Page 743, 
1957 House hearings on H.R. 5836 and H.R. 5839. ) 


Time’s question and answer 
16. Is it a fact that the larger the circulation of a magazine the more com- 
plete the advanced preparation of mail before entering can be made? Yes. 


Post Office Department’s reply 

This question is academic. The Post Office Department has acknowledged the 
benefits of premailing preparations of a number of publishers having large cir- 
culations over the requirements imposed on all publications. However, many 
smaller publications are made up almost entirely to rural routes and nearby 
offices, eliminating the need for most clerical distribution and thereby effecting 
the same economies as the more extensive premailing practices followed by a 
limited number of large circulation publications. 


Time’s question and answer 
17. Is it a fact, therefore, that the average cost per piece of handling a larger 
circulation magazine with complete advanced preparation is less than the aver- 
age cost per piece of handling a small circulation magazine which cannot effect 
substantial advanced preparation? Yes. 
Post Office Department’s reply 
Again the question is predicated on the theory that large circulation publica- 
tions automatically make more extensive premailing preparations than smaller 
circulation publications. There is not information available that substantiates 
this as a general principle. 
Time's question and answer 
18. Was this important fact given effect to in the Post Office calculations of 
handling Life? No. 
Post Office Department’s repiy 
The answers to questions 16 and 17 apply equally to this question. 
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Time's questions and unswers 


19. Since the cost per piece is the most important element, is not the second. 
class rate structure, which is based almost entirely on weight, discriminatory 
against heavier pieces? Yes. 

20. Does the recently released “Survey of Postal Rates” point up this fact 
on page 57 by stating that a disproportionate share falls on the heavier weigh; 
publications? Yes. 


Post Office Department's reply 

The three major cost elements in second-class mail are pieces, weight, and 
distance. Each of these elements is to some extent reflected in the present 
second-class rate structure. However, the handling of pieces is the principal 
cost determinant, while postage revenues are determined primarily by weight 
and distance. As a result, postage revenues derived from lightweight publica- 
tions do not cover as much of their costs as do the heavier weight publications, 
The Department—as does Mr. Brumbaugh—recognizes this imbalance in the rate 
structure. Accordingly, the Postmaster General has proposed a %%-cent-per- 
piece charge on all second-class publications in order to give greater emphasis to 
handling in the rate structure and to correct somewhat the disproportionate 


share of total expenses which is currently borne by the heavier weight publica- 
tions. 


Time's question and answer 


21. Does the “Survey of Postal Rates” state that the rates on 40 percent of 
second-class mail have not been changed since 1925 and the rates on 20 per- 
cent have not been changed since 1879-85? Yes. 


Post Office Department’s reply 


Unfortunately, Mr. Brumbaugh’s statement of fact is open to possible mis- 
leading conclusions. The current second-class rate structure has evolved in 
respolse to many factors and many considerations, political as well as eco- 
nomic. In some instances, this has resulted in an inflexibility of certain rates 
despite increases in costs. However, it would be wholly misleading to attribute 
the entire current financial deficiency in second-class mail to these inflexible rate 
categories. It would be equally fallacious to imply that this revenue deficiency 
in second-class mail could be corrected merely by changes in these rate cate- 
gories. With a prospective $280 million revenue deficiency for second-class 
matter based on 1959 volume, an upward adjustment in the level of all second- 
class rates is unavoidable if second-class revenues are to be brought more nearly 
in line with costs. 

Time’s questions and answers 

22. Did the Post Office advocate and testify in 1957 that second-class mail 
should pay 50 percent of the costs allocated to it under their present methods 
of cost ascertainment? Yes. 

23. Did the Post Office advocate and testify in 1957 that third-class mail 
should pay 75 percent of the costs allocated under their present methods of 
cost ascertainment? Yes. 

24. Has the Post Office followed up its advocacy by preparing a consistent 
set of cost figures and releasing them at all times to the proper committees of 
Congress and to the press? No. 

Post Office Department’s reply 

In 1957 the Department prepared tables showing the extent to which revenues 
in fiscal 1956 failed to cover 50 percent of the cost of second-class mail and 75 
percent of the cost of third-class mail. These percentages were those which a 
departmental staff committee recommended as immediate goals for revenue 
coverage by these classes of mail under conditions existing in 1954 taking into 
account intangible service factors. This committee had also expressed the 
opinion that in the long run second-class mail should cover 75 percent of its 
cost and third-class mail 90 percent of its cost. The Department’s rate proposals 
in 1957, however, called only for a coverage of 29.2 percent for second-class 
and 77.7 percent for third Class. 

The Department has not used the 1954 committee recommendations since 
1957. Since that date the Congress has enacted the Postal Policy Act of 1958 
and the Department has developed its rate proposals in conformity with the 
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basic concepts of that act and economic and operating conditions as they exist 
today. 

Question 24 confuses proposed standards of cost coverage with the costs them- 
selves. There has been no change in the basic cost figures reported under the 
cost-ascertainment system since these are in nowise affected by rate considera- 
tions. 

Time’s questions and answers 

25. Do the Post Office figures show that free-in-county mail in 1959 fur- 
nished zero revenue and cost the Post Office $15,444,933 to handle? Yes. 

26. Does the Post Office assert that the only public service cost for this cate- 
gory is $830,000? Yes. 

27. Does the Post Office leave the balance of $14,600,000 as a deficit in second- 
class mail to be assessed in theory against the other users of second-class mail? 
Yes. 

Post Office Department's reply 

These questions bring out the fact that the loss in fiscal 1959 on free-in-county 
mail amounted to $15.4 million, of which only $830,000 was attributable to the 
rate concession of this category of mail user and therefore considered as a public 
service reimbursable by appropriation from the Treasury. Time’s answer to 
question 27 that the $14.6 million balance of the deficit is assessed in theory 
against the other users of second-class mail is wholly untrue. 

The $14.6 million remaining deficit represents a deficiency in the basic rate. 
When. and to the extent that, the basic rate is raised, the amount reimbursable 
from the Treasury as a public service will be increased accordingly. In no way 
is it proposed that this deficiency be assessed against other users of second-class 
mail. This is obvious when it is recognized that the administration’s rate pro- 
posals will recover from users of second-class mail only a portion of the aggregate 
costs incurred by each subclass. Therefore, until a subclass rate covers the 
costs allocated to the subclass (and none do), such subclass cannot be considered 
as paving for costs assigned to another subclass as alleged. 


Time’s question and answer 


28. Does the Postal Policy Act state that the entire loss should be removed as 
a public service cost? Yes. 


Post Office Department’s replu 

The Postal Policy Act of 1958 provides that the amount which shall be deemed 
to be attributable to the specified public services shall be the amount appro- 
priated each year for that purpose by the Congress. In its initial request for 
this appropriation, the Department submitted estimates for loss resulting from 
free and reduced rate mailings on two bases: (1) The difference between reve- 
nues received, if any, and the expense attributable to the categories of mail in- 
volved, and (2) the amount of revenue foregone owing to the application of free 
or reduced rates as compared with the rates otherwise payable. The Congress 
chose the latter of these concepts in implementing the law. They have reaffirmed 
this position in the 1961 appropriation action. 
Time’s question and answer 

29. Does the Postal Policy Act state that no user or group of users of the mails 
should be compeiled to pay for an intended subsidy of this nature? Yes. 
Post Office Department's reply 

An affirmative answer to this question is correct. No action or proposal of 
the Post Office Department would require payment by any user or group of users 
of any intended subsidy to other users. 
Time’s question and answer 

30. Is the Post Office contradicting both the law and reasonable logic when it 
handles costs in this way? Yes. 
Post Office Department’s reply 

It is assumed that this question refers to the answer given to question 2 


Since the proper answer to question 27 is ‘‘No,” the answer to this question would 
also be “No.” 
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Time’s questions and answers 


31. Do the Post Office figures for 1959 show an excess of expenses Over revenues 
for exempt publications of $60,126,922 and does the Post Office assert that only 
$3,094,000 is a publie service cost; leaving the balance as a part of the second. 
class deficit to be paid for by other users? Yes. 

32. Do the questions.and answers numbered 28, 29, and 30 apply to this case 
as well? 

33. Do the Post Office figures for 1959 show an excess of expenses Over revenue 
for exempt classroom publications of $3,757,631 and does the Post Office assert 
that only $224,000 is a public-service cost, leaving the balance as part of the 
second-class deficit to be paid for by other users? Yes. 


34. Do the questions and answers numbered 28, 29, and 30 apply to this case 
as well? Yes. 


Post Office Department’s reply 


These questions are of the same general nature as those covered by questions 
25-30. The same answers apply to both sets of questions. As stated under 
question 27, any deficit in a subclass cannot conceivably be considered as paid 


by another subclass until the latter more than covers its own allocated costs, 
which none do. 


Time’s questions and answers 


35. Have the McKinsey report conclusions that additional postal rate in- 
creases can be easily passed along or absorbed been confirmed by the mail users 
who have testified here? No. 

36. Do the indexes quoted by McKinsey on paper and hourly wage increases 
take any account whatsoever of efficiencies put into effect by industry to help 
to offset such increases? No. 

Post Office Department's reply 


Despite attempts by some witnesses to discredit its conclusions, the McKinsey 
report is an independent, objective, and factual evaluation of the impact of the 
Department’s postal rate proposals. The report’s findings rest on extensive 
statistical analysis of published data supplemented by actual interviews with 
representative mail patrons and an examination of confidential financial data. 
The facts which were uncovered in connection with these confidential inter- 
views confirm and substantiate the statistical findings of the report regarding 
the ability of mail patrons to adjust to the modest rate increases which have 
been proposed. 

Although much invective has been hurled at these findings, no adequate 
financial data have been offered by witnesses before the committee to refute 
the two principal conclusions of the report: (a) that postage constitutes a 
relatively minor cost factor in magazine and metropolitan newspaper publish- 
ing, and (b) that the rate increases which have been proposed would have 


little impact on circulation volume or on the financial condition of such 
publishers. 


Time’s question and answer 


37. Is the Consumers Price Index up less than 10 percent from 1953 to 1959 


and is the Post Office cost for handling a first-class letter up over 33 percent in 
the same time? Yes. 


Post Office Department's reply 


The Consumers Price Index is not an accurate index of the increases in costs 
of the service which the Department pays for. Since 1952, postal wage rates 
and the cost to the Department of employee fringe benefits have gone up more 
than 26 percent. Railroad rates have increased an average of more than 25) 
percent. Also since 1953 the Department has started an intensive program of 
modernization of its postal facilities. While for the most part these improve- 
ments are expected to be self-liquidating, initial installation costs under the 
Department’s accounting system are written off in the year of acquisition. 
Many of these improvements are directed toward first-class mail. In addition 
there has been some change in the mix of mail since 1953 resulting in an increase 
in average weight per piece of first-class mail, primarily because of a relative 
decrease in the number of post cards. 

Mr. Brumbaugh did not direct his question to the cost per piece of second- 
class mail. which since 1953 has increased only 17.4 percent, contrasted with the 
increase in transportation and wage rates of 25 and 26 percent. 
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Time's questions and answers 

38. Can it be said that the Post Office efficiencies compare at all favorably 
with the progress of the private economy? No. 

39. Has the Post Office testified before you that its operation is still essenti- 
ally manual and very few modern machines even exist today? Yes. 

40. Since the handling of first-class mail is a granted monopoly should the 
mail users and the Congress demand greater cost efficiencies so that constant 
increases of postal rates is not the only method to balance the postal budget? 
Yes. 

Post Office Department's reply 

The Post Office Department estimates that operational savings achieved since 
1952 are at the rate of approximately $300 million annually. Total costs 
have gone up in excess of this amount because of wage and other increases re- 
ferred to in the reply to question 37. 

While post office efficiency improvements may not be as great as in many pri- 
vate industries, it should be borne in mind that the service has not been given 
the funds with which to mechanize its operations to any significant degree, as 
Time’s representatives themselves admit. Furthermore, the Department is 
not permitted to pay incentive wage rates or employ executive talent on the 
scale of private industry. Despite these handicaps, it is apparent that the 
progress of the last 8 years has been outstanding in the history of the postal 
service, The rate structure which was inherited in 1953 was so far out of line 
with current-day price levels that no amount of mechanization or improved 
efficiency alone could balance the budget. The 1958 rate increases were but a 
half-step in that direction. the other balf should now be taken to relieve the 
taxpayers of this unfair burden. 

Mr. Summerrrevp. Mr. Chairman and members of this committee, I 
am here today to answer any questions that the members of this com- 
mittee may care to ¢ ask concerning the postage rate increases proposed 
in H.R. 11140. 

Before I do so, Mr. Chairman, I would like to speak very frankly 
on a number of issues and charges that have been raised by several 
individuals and organizations since may appearance here on May 10. 

Mr. Chairman, I trust that the members of this committee have 
not lost sight of the main issues as a result of the concerted effort by 
some self-serving business groups to muddle and confuse the facts. 

The problem T laid before this committee, very briefly, is this: In 
the 13 years from 1947 to 1959, the total deficit resulting from the op- 
erations of the postal service was $6.8 billion. As ‘this chart on 
the easel here at my left illustrates, that deficit was equal to nearly 
half the increase in the national debt in that period. To be sure, at- 
tempts have been made to brush this aside and to mislabel it as some- 
thing other than a deficit. But surely no one can dispute that nearly 
$7 billion was siphoned away from the general funds of the Treasury 
to make up a deficiency in postal receipts. (See chart, p. 597.) 

The central issue before this committee is whether we shall con- 
tinue to burden the taxpayer with these deficits, or whether we shall 
ask those who use the mails to pay more postage. 

The postal deficit is basically a business-incurred deficit. But the 
general taxpayer picks up the tab for most of that deficit. It is 
precisely that inequity which this committee should consider. 


vesponsibility for deficits 

I should like to emphasize, very frankly, that the responsibility for 
the deficits we have incurred rests largely with the Congress. 

Since 1952, the annual cost of operating the Post Office has increased 
by more than $900 million. And most of this increase came about as a 
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result of higher wage rates and employee fringe benetits approved 
by the Congress. The chart I have on the easel illustrates that if 
these added costs had not materialized, the deficit we face today 
would have been eradicated long ago. 

Most of these higher costs were, of course, unavoidable. They were 
enacted by the Congress to reflect the general upward trend of prices 
which followed in the wake of World War I, the costliest war in our 
history. 

Although Congress recognized the necessity of adjusting Federal 
salaries and fringe benefits from time to time, offsetting rate adjust- 
ments were simply too little and too late. 

The illogical pattern of spiraling costs and lagging rates must be 
corrected in the interest of fairness to all taxpayers. 

Testimony of direct-mail industry 

I would like to say just a word, Mr. Chairman and members of the 
committee, about a full page advertisement of the Business Mail in- 
dustry that appeared recently in some newspapers. This organization 
proclaims that its purpose is “helping both commerce and private 
citizens to create better mail communications everywhere.” But. its 
more pressing purpose is to protect the huge postal subsidy enjoyed 
by the direct-mail industry, by persuading American taxpayers that 
the post office should continue to operate at a tremendous deficit. 

Mr. Chairman, in order to avoid taking the time of this committee 
this morning for a full reply to that advertisement, I would like to 
have the Department’s recently issued statement inserted in the record. 

The Cnamman,. That will be done. (See statement, p. 633.) 

Mr. SumMerrievb. Thank you. 

Now, I would like to turn to the testimony of the direct-mail 
industry. 

By the way, before I do that, notice this little pamphlet that this 
so-called Business Mail Foundation sent to its members, whomever 
they may be, recently, under date of February 1959. There is a 
photograph in the inside of this and I notice on the bulletin which they 
have back of these three gentlemen something which is interesting. 
It says: 

Progress report—The Business Mail Foundation. 

Organization—Incorporated December 31, 1958; constitution and bylaws 
approved. 

Support—Backing of every major direct mail organization. 

Then, and it isa little obscure because of the head of Mr. Harrington 
of the Reuben H. Donnelley Corp., it apparently says, “Number of 
Contributors—75 in all direct mail branches.” Part of the word “re- 
port” is under that and then it says: $50,000 * * * in 10 weeks,” and 
it says something about “Public relations * * * already * * *.” 

Below that it identifies these particular characters, David L. Har- 
rington of the Reuben H. Donnelley Corp.: Randall P. McIntyre of 
QO. E. McIntyre, Inc.: and Paul B. Zucker of Ruder & Finn, Inc. 

I was interested and perhaps the committee might be interested 
that $50,000 was already in the treasury. 

It may well be that this organization has some other purpose but 
from anything I have seen to date its purpose is to defeat any attempt 
to adjust the rates. 
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The CuarrMan. When was this organization formed, do you know? 

Mr. SumMerrietp. Yes, it was formed, they say here, December 
31, 1958. 

The CuarrMan. What is the name of it ? 

Mr. SuMMERFIELD. It is the Business Mail Foundation. I have one 
of their ads, 

The Cuarrman. Who are the officers of the foundation? I do not 
think I have ever heard of this organization before. 

Mr. SumMerrFievb. Well, it came as quite a surprise to a lot of us, 
but these days you hear some talk about Madison Avenue efforts to 
promote certain objectives and organizations. If I ever saw one, there 
is one here. Sometimes I wish that the Post Office had $50,000 
available for purposes of propaganda but unfortunately we have not. 
I thought it might be interesting. 

Notice this full-page ad. It appeared in one of the newspapers 
with the largest circulation in New York and one appeared in a 
Washington newspaper. The statement that I just asked to be in- 
serted into the record, Mr. Chairman, takes this ad, point for point, 
and shows it for just exactly what it is, completely unreliable. 

The CuarrMan. That ad is sponsored by whom? Whose ad is it 
that you are presenting? 

Mr. Summerrietp. This so-called Business Mail Foundation that 
I just identified to vou. 

The Cuatrman. The same organization ? 

Mr. SumMerrtetp. The same organization. It appeared on May 25 
in the New York Times and the Washington Post-Times Herald, 

Now let me turn to the testimony of the direct-mail industry before 
this committee. Never before, Mr. Chairman and members of the 
committee, in the 7 years that I have been privileged to serve as Post- 
master General have I witnessed such a shocking presentation of half- 
truths and distortions. 

I trust I have made it clear that my criticism is not a sweeping in- 
dictment of all opposition testimony. All but a few who have ap- 
peared have offered sincere and objective reactions. 

Let me begin to set the record straight by turning your attention to 
the statements made on behalf of the Associated Third-Class Mail 
Users. 

Mr. Chairman, each member of this committee received a copy of 
this blue booklet which was distributed here by that association, As- 
sociated 'Third-Class Mail Users. 

We have here a photographic enlargement from that booklet of the 
chart which appears on pages 8 and 9, It seemed to me as I looked 
through this booklet that this chart exemplified the character of the 
testimony presented on behalf of the Associated Third-Class Mail 
Users. (See chart, p. 601.) 

This chart protests a 150-percent increase in third-class rates com- 
pared to an increase of 33 percent in first class. The chart fails to 
point out, however, that with the 33-percent increase in first class, cost 
coverage is now 111 percent, while third class still lags far behind 
with only 73 percent. 

Moreover, the alleged 150-percent increase is more properly a 67- 
percent increase since the last increase in 1951. If the Congress 
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approves H.R. 11140, the increase would be 100 percent since that 
vear. 

Not content with this sort of statistical legerdemain, the authors of 
this booklet compounded their distortion through graphic exaggera- 
tion as well. This alleged 150-percent increase is graphically shown 
here on a scale of 250 percent. Look at the height of the third-class 
bar in comparison to the red line. The actual 150-percent increase 
would bring this particular bar to that level. Bless their little hearts, 
They push it up here so that if this baseline is 100 percent, the col- 
umn is more than twice as high. That is the kind of thing that is 
frequently found in the testimony by the third-class mail users and 
their representatives. That is the kind of thing that I just do not 
think recognizes and appreciates the intelligence of this committee 
and the other people who witness and hear the testimony of the 
various witnesses, 


Commerce Department study 


On page 11 of this booklet are shown several fragmentary quota- 
tions from the recent Commerce Department study on third-class 
rates. This is what the Department of Commerce stated in a recent 
letter to me concerning these fragmentary quotations : 

Care was taken to qualify general conclusions when appropriate and to point 
out the exceptions in such cases. To quote the qualifying phrases out of context, 
as was done by the Associated Third-Class Mail Users, is to distort beyond 
recognition the conclusions reached and, indeed, to suggest in several cases that 
they were precisely the opposite of what they were. 

Premailing services 

On page 4 of this booklet the Associated Third-Class Mail Users 
enumerated nine services performed by bulk mailers. If the impres- 
sion you received is that these services are performed gratuitiously by 
third-class mailers, let me hasten to correct. it. These services are 
performed as a condition for the privilege of receiving reduced third- 
class rates. They are specifically required by postal regulations and 
without these services there would be no third-class bulk mail. If 
these services were not performed by bulk mailers, there would be no 
discount from the single-piece third-class rate. 

In short, the third-class mailer who obtains a bulk permit agrees 
to perform the nine enumerated services. 

Third class as a “fill-in” mail 

Now a final reference to this blue booklet. 

It is the contention of the direct-mail users that bulk mail was 
created to keep postal employees occupied in what would otherwise 
be idle time. Because third class serves as a fill-in mail, the argu- 
ment continues, it is entitled to bargain postal rates. 

Certainly, it must be apparent even to the direct-mail users that a 
service which accounts for more than one out of every four pieces of 
mail cannot be handled in slack time. 

Can anyone seriously assert that the postal service was able to ab- 
sorb a 13-billion-piece increase without adding substantially to its 
personnel, facilities, and equipment! This assertion is so contrary 
to fundamental logic that I must protest it, in all sincerity. as an 
affront to the intelligence of the Congress. 
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The blue booklet prepared by the Associated Third-Class Mail 
Users relied on a 1956 analysis as a basis for supporting its slack- 
hour argument. This analysis is not valid now since it does not re- 
flect the leveling of peaks which followed the institution of the Metro 
plan. In addition, it fails to reflect the fact that a major part of the 
evening peak employees are on a part-time basis. Furthermore, the 
analysis considered only the volume of outgoing mail and did not 
include incoming mail. And, finally, it did not reflect the delivery 
side of postal operations, where 30 percent of city carrier time is 
devoted to third-class mail. 

Identifiable services 

And now, Mr. Chairman and members of the committee, I would 
like to respond to one further point that was made on behalf of the 
Associated Third-Class Mail Users. The spokesman for that organi- 
zation stated, and I quote him: 

The Department is always quick to point to the 1951 law which compels Fed- 
eral executives to charge a break-even price for services and goods provided 
identifiable customers. The Post Office is the only agency of Government which 
achieves this goal. 

Essentially the same point was made in a full page advertisement 
of the Business Mail Foundation. 

The statement that the Post Office Department is the only agency 
that attempts to break even is entirely incorrect. Many Govern- 
ment activities are financed in whole or in part from charges paid by 
the beneficiaries of such services, rather than through taxes paid by 
the general public. 

I have inserted for the record a list of 36 Government activities op- 
erating on such a self-sustaining basis. The activities listed are those 
which reported a net income in the first half of fiscal 1960. (See 
table, p. 609.) 

Apparently with the intent of dramatizing his point on identifiable 
services, the witness for the Associated Third-Class Mail Users waved 
before this committee a Patent Office print—the largest print ever 
made in the history of the Patent Office. I think you will all re- 
member this particular exhibit or exhibition, 

The witness pointed out that the print could be purchased by any- 
one for 25 cents. That is perfectly true, but, again, only part of the 
story has been told. 

The Patent Office is not in the business of selling prints in the same 
manner that the Post Office Department was created to provide mail 
service. Patents are printed, not principally for sale, but for the use 
of the Patent Office itself, for exchanges with foreign governments, 
and for deposit in public libraries. 

Now that the supply of copies of this one print is no longer avail- 
able, a patron who orders a photocopy must today pay $186. I would 
like to repeat that figure, $186. This, the witness failed to mention. 

The typical patent print, incidentally, is only 6 pages, and at 25 
cents each the Patent Office is doing quite well on most of its sales. 

What the witness neglected to tell this committee, too, is that the 
25-cent price for oversize prints may soon be a thing of the past. 
Two bills have been introduced in the House and Senate which, if 
approved, would raise the price of all prints in excess of 25 pages by 
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300 percent. The House committee has reported this proposal fay- 
orably. 
Testimony of magazine publishers 

Now, Mr. Chairman and members of the committee, I would like 
to turn to the testimony of the magazine publishers who use the 
second-class mail service, 

I regret deeply that this industry, which has benefited more than 
any other from the postal service, has chosen to characterize the 
Post. Office treatment of second-class mail users as that of “second- 
class citizens.” 

The Congress has traditionally extended low rates to second-class 
matter in recognition of the news and cultural value of periodicals. 
This policy has resulted in a total subsidy to our publishers of more 
than $3 billion in just 13 years since the end of World War II. The 
fact that any publisher would have the temerity to deplore this as 
second-class citizenship simply confirms my feeling that we are deal- 
ing with self-serving groups whose hunger for special privilege is 
insatiable. 

After we comb and screen the many arguments raised by the pub- 
lishers, the substance of their position 1s just this: 

1. Second class is a subsidiary service and, consequently, it should 
ride piggyback on the shoulders of the first-class users. It is alleged 
that the only costs properly chargeable to second class are those which 
cannot be loaded onto first class. This is the essence of the out-of- 
pocket cost approach. 

2. The Post Office, it is alleged further, is a public service and mail 
users should not be expected to pay full costs. For the answer to 
postal deficits, some publishers, like the direct-mail users, look fondly 
to a formula which would permanently identify 15 percent of all 
postal costs as a “public service.” 

The latter proposal raises the question : Service to whom ? 

I believe it is more than a coimcidence that 15 percent of postal 
expenditures would tot: almost precisely the size of 
the deficit predicted for next vear. 

If the American taxpayers are to underwrite a $600 million deficit 
as a public service, who will be the beneficiaries? Obviously, those 
who are using the service most at rates well under cost. 

The countless technical arguments raised by these publishers are 
nothing more than delaying actions. Their purpose is to spread con- 
fusion and doubt, to keep the Congress divided and off balance, and 
to postpone indefinitely any decisive action, 

{i is quite obvious that the reconciliation of all the technical issues 
raised by the publishers would contribute nothing to a final decision 
on postal rates. The fact is that the publishers have arrived at a 
formula, Very simply stated, it is to cut second-class costs in half 
and then finance any remaining revenue deficiencies through a direct 
contribution by taxpayers. 

Now, I wish to make it entirely clear that the Post Office Depart- 
ment has no disagreement with a general approach which subscribes 
to below-cost rates for second class, : and public service reimbursements 
for free and preferential mails. That is the very essence of the Postal 
Policy Act. 
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However, I cannot go along with an extreme interpretation of the 
Policy Act which would perpetuate all of a $280 million second-class 
deficit. 

That interpretation, I trust this committee will agree, is nothing 

less than a perversion of the intent of the Postal Policy Act. The 
yrincipal financial guideline of that act is sect ion 103(c) (4), which 
calls for a break-even operation, except for specified public services. 
There is nothing in the legislative history of the Postal Policy Act 
to suggest that these public services should become a device for per- 
petuating large-scale annual deficits in the range of $600 million and 
more. 
I regret that the publishers have offered no alternative to the De- 
partment’s rate proposals. In the final analysis, what they seek is a 
do-nothing policy for second-class rates. The result of a do-nothing 
policy, as 1 pointed out previously, would be a continuing deficit, 
with the full burden thrust upon the taxpayer. 

In the hope that it may contribute toward a solution of the second- 
class rate problem, I shall answer a number of major arguments which 
have been raised. 


Nonpostal services 

Several publishers and the Magazine Publishers’ Association have 
protested that the deficit attributable to commercial publications is 
overstated for two reasons which go beyond the out-of-pocket. cost 
argument. They contend that they are being charged with the cost of 
various nonpostal services, many of which are free. They protest, 
also, that they are being assessed an inordinate share of the costs in- 
curred in handling first-class mail. 

First, let me point out that most of the services which the pub- 
lishers identify as “free” are not free at all. The Department is re- 
imbursed for— 

Transportation of military mail; 
Registration of aliens; 

Sale of migratory bird stamps: 

Sale of U.S. savings bonds and stamps; and 
Distribution of income tax forms. 

Let me point out, too, that any losses shown on the Department's 
books as the result of providing nonpostal services are not charged 
to second class or any other class of mail. If our publishers were 
interested in facts rather than controversy, this information is readily 
available to them from the cost ascertainment report. 


Cost ascertainment system 

As to the contention that night differential and other first-class 
costs are unfairly charged to second class, let me remind our pub- 
lishers of a fact which we highlighted in our “Survey of Postal Rates.” 
About. 45 percent of all second-class matter receives time-value treat- 
ment. Without night service, this expedited treatment could never be 
provided. 

These criticisms are part of a concerted attack on the cost ascertain- 
ment system. The intent is clear. If the publishers can succeed in 
destroying the credibility of the Department’s accounting system, they 
will succeed, too, in demolishing the major guideline for ratemaking. 
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The weight of independent judgment, however, is solidly behind 
the cost ascertainment system. 

Mr. Chairman and members of the committee, these unremittin 
attacks on the cost ascertainment system are part of the pattern of 
action designed by those who find it in their best interests to keep the 
postal deficit in the laps of the taxpayer. I wish to remind you, gen- 
tlemen, that prior to 1926, these same critics and their predecessors 
stalled postal rate action because the Department lacked a cost ascer- 
tainment system. Now that a system does exist to meet their earlier 
objections, it is that system which has become the target for their abuse, 
It is obviously immaterial to these critics that the General Accounting 
Office, the agent of the Congress of the United States, has a corps of 
experts who are assigned continuously to review the Department’s 
records and systems. If these records are invalid, as the publishers 
insist, the Department would have been so informed a long time ago, 
as would the Congress. 

Publishers’ finances 


As my concluding point of second class, I would like to direct the 
attention of this committee to the financial situation in the magazine 
publishing business. 

Several witnesses who appeared here lamented the decline in maga- 
zine volume and the slim margin of profits in the publishing industry. 
The record is replete with statements along these lines by nearly every 
publisher’s representatives. 

Mr. Chairman and members of this committee, it is quite apparent 
that our publishers have one picture of their finances for this commit- 
tee and quite another for their stockholders and the general public. 
The following reports appeared in two of the latest issues of the Editor 
and Publisher magazine: 

Magazines report biggest first quarter revenue in magazine advertising history. 

Magazines show recordbreaking circulation increase. 

And here is a quarter-page ad that appeared in the Wall Street 
Journal only a few days ago. In the most glowing terms, the Curtis 
Publishing Co. reported recordbreaking circulation and advertising 
revenues for the Saturday Evening Post. (See exhibit, p. 623.) 

The Curtis Publishing Co. is far from unique in offering so favor- 
able an account of its financial situation. For the benefit of this com- 
mittee, I would like to insert a statement of excerpts taken from the 
1959 annual stockholders reports of our major publishing corpora- 
tions. (See statements, p. 624.) 

In the course of this hearing, a number of magazine witnesses pre- 
sented a dismal account of their finances reflecting net return on sales. 
This basis for analysis was questioned by Congressman Broyhill and 
Congressman Porter, and rightly so. 

In response to their request for income-net worth data from the 
Magazine Publishers’ Association, one witness for that organization 
stated : 

We have not been able to determine that. 

The second witness for this same organization stated : 


That kind of information is very limited and quite scanty in our industry. 


* * * Tam not permitted to have detailed or competitive figures of my many 
members. 
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For the benefit of the Magazine Publishers’ Association and the 
members of this committee, we have summarized the income-net worth 
osition of several major magazine publishers. This data was taken 
directly from the annual reports to stockholders of these companies. 
Their return on invested capital ranges between 8 percent and 19 
percent after taxes. 
The Post Office a“monopoly” 

The publishing industry has also asserted that it is at the mercy 
of the largest monopoly in the world, without the protection of a 
regulatory body. In addition, publishers have charged that the Post 
Otlice Department has exploited this monopoly position by raising 
rates uninterruptedly, rather than by focusing on improvements and 
efficiency. 

Obviously, this is intended to give the impression that the Post 
Oflice Department is a money-hungry, unrestrained monopolist that 
can and does squeeze its customers at will. 

This statement is so absurd that it must be exposed in fairness to 
the public. 

Of all the mail services the Post Office operates, the delivery of 
magazines and newspapers is the most competitive. 

Every newsstand, newsboy, and delivery service is a competitor 
of the Post Office Department where magazines are involved. 

Magazine publishers use the postal service because they find it the 
most profitable medium of distribution. In fact, in recent years they 
have found it increasingly advantageous to use the mails. In 1946, 
newsstand sales accounted for 52 percent of magazine circulation. I 
would like to repeat that. In 1946, newsstand sales accounted for 52 
percent of magazine circulation. Now they are down to only 34 per- 
cent. Subseription sales, which go through the mails, rose from 48 
percent to 66 percent. 

As for a regulatory body, the magazine publishers quite obviously 
have overlooked the fact that Congress fixes second-class rates, not 
the Postmaster General. 


Postal efficiency 

Now I will say this as to postal efficiency, about which I feel very 
deeply. 

Mr. Gross. May I interrupt at that point, Mr. Chairman / 

The Cuatrman. Mr. Gross. 

Mr. Gross. With what you said about second- and third-class rates, 
you still do not want the authority to fix second- and third-class rates, 
is that correct ¢ 

Mr. Summerrtevp. For the Postmaster General alone to set them? 

Mr. Gross. Yes. 

Mr. No, I do not, sir. 

Mr. Gross. That is all. 

Mr. Summerrtevp. As to postal efficiency, I think all of us are con- 
cerned because you have all had a part in this over the years, the 
members of this committee and the Members of Congress. 

When this administration took over, the postal deficit exceeded $700 
million. Within 3 years it succeeded in cutting this deficit approxi- 
mately in half. 
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The subsequent rise in the deficit was due to factors entirely beyond 
the administration’s control. Between 1955 and 1958, Congress en- 
acted wage and fringe benefit increases of $400 million. Railroad rate 
increases added another $50 million a year to the Department’s costs, 

At the beginning of this administration we promised improvements 
in efficiency which would reduce costs $200 million a year. At this 
point, substantial gains in productivity have produced savings in the 
range of $300 million annually. 

Without this improved efficiency we would be dealing with a deficit 
closer to a billion dollars today instead of $600 million. 

The best evidence of improved efficiency is the simple fact that less 
than 8 percent more manpower is in use today to handle a more than 
20 percent increase in mail volume since 1953. Most of the manpower 
increase resulted from the addition of city carriers to serve expanding 
suburbs. Excluding city carriers, the employment increase was only 
2 percent in the face of a more than 20 percent increase in volume. 
I think that evidence is all conclusive. 


First-class rates 


Now, Mr. Chairman and members of the committee, I have dwelled 
at some length on second- and third-class mails. My reason for this 
has been to answer the numerous inaccuracies and distortions which 
appear in this record. 

I do not wish, by any means, to leave the impression that the urgency 
of a first-class rate increase has receded because it has not. With a 
prospective deficit of $554 million in the forthcoming fiscal year, the 
break-even objective of the Postal Policy Act can be met only if there 
is a rate increase in first class. 

As I pointed out in my earlier statement, the need for rate adjust- 
ment in first class stems from more than just simple arithmetic. First 
class is greatly underpriced in terms of the rate criteria adopted in the 
Postal Policy Act. A 4-cent rate is not adequate payment for the 
numerous preferential services extended to the patrons of this class 
of mail. 

The 33 percent rate increase of 1£58 falls short by far of paying for 
a more than 100 percent increase in cost since 1932. 

I trust the absence of any significant opposition to a first-class rate 
adjustment is an indication of acceptance by the public of the Depart- 
ment’s position in this matter. 

The task ahead 


Mr. Chairman, in closing I would like to leave this one final thought 
with you and the members of this committee. 

You may recall in my last appearance here I emphasized the great 
social loss to our country that has resulted from diverting huge sums 
of public funds to finance recurring deficits in the postal service. 

That observation was made when our hopes, though wavering, still 
reached out for a peaceful settlement of differences with the Kremlin. 

Now that Mr. Khrushchev has again brought the icy chill of cold 
war to our hearts, it may be more significant to view these postal 
deficits in terms of how much defense could be purchased and paid for 
were it not for these deficits. 

The postal deficit for 1961 is projected at $600 million. What would 
$600 million more buy? You Pau. it is so easy in these days of big 
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figures and big costs to rather thoughtlessly and carelessly brush these 
figures under the rug and say, “Oh, well, that has been true for some 
time. I guess it is not too important.” But in these days, I am sure 
every Member of the Congress and every taxpayer of this country is 
conscious of the burden that we carry. Iam sure we all appreciate the 
necessity of maintaining the defense posture that we maintain today. 

The people of this country have always been willing to spend what- 
ever is necessary in order to protect themselves, their families, and their 
country. But I point out to you that those of us—the members of this 
committee and the Members of the Congress—who are familiar with 
this postal picture, and those of us in the Department who are famil- 
iar with this, recognize that we have a responsibility to provide what- 
ever we can for the taxpayers of this country by correcting some of 
these inequities that exist to the discomfiture of the taxpayer and 
to his financial embarrassment—$6,800 million in 13 years added to 
the national debt, plus the interest charges that the Treasury pays 
on that because of the deficit of this Department. I cannot help but 
relate this $600 million deficit to the problems that we are all faced 
with in this Government today in the area of defense, when this $600 
million could be used for additional purchases or to help pay for 
the purchases that we are already making. 

[ point out to you that just a few days ago there was fired an Atlas 
missile that went over 9,000 miles and hit its target area. The cost 
of that particular missile is such that, if the money that is now being 
given out principally in subsidies to the second- and third-class mail 
users of this country were to be offset by the postal-rate increase 
proposed, and used for the purposes of buying those missiles, you 
would buy 315 of them, Mr. Chairman. And you would be able to 
buy 315 more of them next year and for just as many years as you 
care to calculate ahead; or it would buy 315 Titan missiles, a very 
similar instrument of defense, or 545 Polaris missiles which I am 
sure every one of us recognizes as one of the greatest developments 
we have had in defense in many years. It would buy 10 nuclear 
attack submarines every year for just as many years as you care to 
calculate, or it would buy 76 B-52 bombers to help defend this 
country. Mr. Chairman, if I may be permitted to make a few com- 
ments, I think we have to recognize our overall responsibility in this 
matter. (See chart, p. 633.) 

I think we have to look at it in relation to the whole posture and the 
fiscal situation that exists in this Government today. 

I do not think we can say, “This is just postage rates.” What we are 
talking about is $600 million coming out of the pockets of the tax- 
payers carrying the greatest burden in their history in the problem 
of taxation. 

It just seems to me, for the sake of everyone in this country, that 
$6,800 million is enough to have contributed through this route of 
failing to correct the inequities that exist in postal rates. 

I think it transcends the importance of just what happens in the 
Post Office Department per se. I just cannot help, Mr. Chairman, but 
the members of this committee the magnitude of this problem with 
comment on those things to bring into a little clearer focus for 
which we are confronted. I can say that the rates which we have 
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proposed will pose no real hardship to any segment of the economy 
of this country. 

All we have to do is look at the record of what has happened to 
these various classes of mail and the volume that they do and the 
profits that they retain after the rate increases of the yesterdays, 
which have been all too few; and when you do, and look at the tes. 
timony that has preceded mine this morning by the very able people 
who have appeared before this committee—and I know it has been 
a long, tiring set of hearings for the members of this committee to 
sit through—certainly I definitely believe that in looking at the ree- 
ords of the yesterdays, the testimony of those who have testified in 
the last 4 weeks before this committee, and weighing them against 
the facts based upon the historical record, there should not be any 
question, Mr. Chairman, as to what needs to be done in the public 
interest. 

I will try to answer any questions that I can and I thank all of you 
for your patience in giving me a chance to submit answers to the 
questions previously raised. 

The Cramman. Mr. Porter? 

Mr. Porter. Mr. Postmaster General, I am sure that we all agree 
that this Government wants to save money wherever it can. I am 
sure the question before the committee is how much the users should 
pay for the service they get in connection with what the Congress 
has decided should be paid out of the public purse. 

T am sure we are in agreement at least on that point, that we want 
to save money. 

However, I want to say that it would help those of us who are try- 
ing to get into the complex rates if we had the publishers and others 
whom we have heard sitting here on an adversary basis, and in fact I 
have suggested to the chairman that we have a committee set up that 
will work in this way so that we will get the Postmaster General and 
the magazine publishers and all others to talk about how the Postal 
Policy Act of 1958 should be applied and how the cost ascertainment 
system should be used so that we can tell where we are, so that we can 
base our conclusions as to how rates should go up, or down, on solid 
rock. 

I do not believe we have the solid rock here now and I want to ask 
you a few questions along these lines. 

You mentioned that there is a lot of propaganda in this advertise- 
ment. I assume that vou have public relations people working for 
you in the post office also, do you not ? 

Mr. SumMMERFIELD. Yes, we do. 

Mr. Porter. How many, would you say ? 

Mr. Summerrietp. We placed a statement in the record. I think you 
asked that question before, did you not, Congressman ? 

Mr. Porrer. I wonder if it has gone up any since the last time I 
asked 

Mr. Scummerrre.p. I do not think so and I do not think it is about 
to. I think you have seen the action of the Appropriations Committee. 

Mr. Irwry. Will the gentleman yield ? 

Mr. Porter. Yes. 

Mr. Irwin. I remember that when you testified earlier I asked for 
the information. I personally never got it. It is probably in the 
record but I still do not know the figure. 


— } 
| 
~ 
. 
‘ 
4 


nomy 


ed to 
d the 
‘days, 
tes- 
eople 
been 
ee to 
rec. 
ed in 
‘ainst 
ublie 


you 
» the 


Loree 
am 
ould 


yress 
vant 


try- 
hers 
ict I 
that 
and 
stal 
nent 
can 
olid 


ask 


ise- 
for 


you 
e I 
out 


tee, 


for 
the 


POSTAL RATE REVISION 657 


Mr. SumMeErRFIELD. To whom was it sent ? 

Mr. Gitterre. It was placed in the record for the committee hear- 
ing. It was not sent to the Congressman because it was not understood 
that he wished to have a copy sent to him. We said that we would 

lace it in the record at the time he asked his question. 

I thought that was what he meant. 

Mr. Irwin. I still would like to know what it is. 

Mr. SumMerrievp. We can get it for you before we conclude at 
noon if you like, but I point out, Congressman Porter and Congress- 
man Irwin, that in the public relations division very little time is spent 
in relation to postal rates. We have many problems. 

For instance, one of the principal activities today in our public rela- 
tions is directed to the end that we can take the filth out of the mails of 
this country and that is a very broad program and I am happy to say 
that it is proving rather successful, fortunately for the people of this 
country. That is one of the purposes of public relations. 

We do not have a public relations department set up for the pur- 
pose of just offsetting the public relations activities of our opponents 
in this case. We do not hope to challenge them in amounts or in 
dollars. 

Mr. Porter. I wanted to point out that you do have facilities avail- 
able so that your voice can be heard from time to time. 

Mr. Summerrietp. I am sorry that my voice is very weak as com- 
pared to those of those who control the publishing outlets of this 
country. 

Mr. Porrrer. Let us talk about the Postal Policy Act. 

As I read this act it provides that total cost and not just loss of 
revenue should be the basis for determining public service cost. 

Mr. Summerrierp. Would you read that again, sir? I could not 
hear you, sir. 

Mr. Porrer. That when you take into account public service costs, 
you should take into account the total amount of the cost. 

For example, if you figure out the concession that you made to 
preachers the other day and to the in-county newspapers, that would 
cost, I am told, about $100 million if you figured it on total revenue. 

Mr. SummerrFietp, That is right. 

Mr. Porrrr. That is the total cost of this service, not just what you 
have lost because of the difference between what it costs you and what 
the sender pays. 

In other words, let us look at the act itself. It provides in section 
104(a) (1) that “the total loss resulting from the transmission of mat- 
ter”; not revenue foregone, the total loss. I am sure this is a familiar 
issue, 

Mr. SumMerrFIELp. Yes, it is; I will ask the Assistant Postmaster 
General in charge of the Bureau of Finance to answer that completely 
for you. 

Mr. Gitterre. Mr. Porter, the Postmaster General’s position in this 
matter was stated very clearly before the subcommittee of the Sen- 
ate Appropriations Committee in the 1960 appropriation hearings 
on page 158 in which he says, in answer to a question from the chair- 
man of the subcommittee, Senator Robertson, and I quote: 


I am sure you read what the President said at the time he signed the particu- 
lar legislation you are referring to here. I am sure the record is very clear as 
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to the Post Office Department’s position as to what constitutes public services, 
That is identifiable over the years. The record stands clear on that. We recog. 
nize, however, that the responsibility of determining the answer to this question 
rests in the hands of the Congress and not in the Department. 

With reference to public service items, with which we are here concerned, jf 
we use the system that we have always advocated, then the item for public 
service would be somewhere in the area of $58 million as against the total loss 
figure of S17Z million. 

In our justification to the House Appropriations Committee, a copy of which 
came to this committee, we estimated, to the best of our ability in accordance 
with the statute as we interpreted it, an amount of $172 million for public sery- 
ices. However, when the House took it out completely, then we thought we 
would make no further request and leave it entirely in the hands of the Congress 
in its Wisdom to decide. 

That is the end of the quotation. 

Now in answer to one of the recommendations raised by Time, Inc., 
question No, 23— 

Mr. Porrer. Are you prepared to conment on those questions to- 
dav 

Mr. Guerre. We are prepared, sir, and, if the chairman will per- 
mit, we have a reply to each of the questions which we were challenged 
te answer for the record. 

Mr. Porrer. I think in terms of the time here this morning, it 
would be a better plan to submit them for the record. 

Mr. Guerre. Yes, we do plan to submit them, 

The Ciamrman. Let them be included in the record. 

(For the information referred to by Mr. Gillette, see p. 638.) 

Mr. Porrer. If I can get back to the thing that bothers me and if 
I understand the Postmaster General’s position, this is for Congress 
to decide not for the Postmaster General to decide as to whether we 
use revenue foregone or total loss. 

Mr. Definitely. 

Mr. Porter. I would say that Congress has already decided it in 
the bill by the language of the bill. 

Let us take a concrete example. 

The other day when you had breakfast with the preachers and de- 
cided to give way in connection with nonprofit second- and third- 
class mail, I understand that it was approximately $100 million, if 
you figure it on the total loss basis, but it is very much less if you 
figure it on revenue foregone. 

Do you have those figures ? 

Mr. Gitterre. Mr. Porter, we have the figures for the total non- 
profit organizations which I will give you, but we do not have the 
figures for the particular religious organization subclass. 

Mr. Porrer. Precise figures do not matter as much as the point I am 
trying to make; namely, that if the Postal Policy Act of 1958 is fol- 
lowed, your actual deficit, that is, the part that the users should pay, 
would be a good deal less than it is when you figure it on a revenue 
foregone basis. 

Mr. Gitterre. It is true that it would be less on the basis you 
describe but the Postal Policy Act in section 104(b) states that the 
determination of this amount for public services should be— 


as determined by the Congress in the Appropriation Act based upon budget 
estimates submitted to the Congress— 


and we followed that exactly, Mr. Porter. 
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Mr. Porrer. But in connection with the rest of the act. You just 
do not read this by itself. We are trying to figure out what should be 
user pay and what should the general fund pay and if we decide that 
the nonprofit mail for these concessions that were given, and I think 
rightly given, to the third- and second-class users in these categories 
and in other categories which we have, if the Congress so decides, 
then that should not be part of what the user is supposed to pay. It 
should not be figured as part of this 8600 million deficit. 

Mr. Guerre. This is an interpretation which the Appropriations 
Committees of both Houses did not adopt but certainly if is an in- 
terpretation which they could adopt if they so desired; and, if they 
did, we, of course, would be bound by it and would figure our deficits 
accordingly, but in 1961 in the President’s budget, Mr. Porter, since 
the Congress calculated the public service reimbursement on the basis 
of the revenue foregone concept, we used that method of calculation. 
The Congress determined the amount to be $37 million in 1960, 

We calculated for 1961 public services on the same basis so that 
we would not feel that we were going against the expressed will and 
consensus of the Congress and we submitted an estimate of $49 mil- 
lion, but I am perfectly willing at this point in the record to subinit 
for your reference a table which shows what the loss would be on a 
total-loss basis for 1961. 

Mr. Porrer. What is that figure, comparatively / 

Mr. Gitterrr. The figure for 1961 for items of public service 
shows that the rate concessions on the basis of the concept of reve- 
nues foregone, which was adopted by the Appropriations Commit- 
tees, as I stated, was $48,150,000; on the basis of the difference be- 
tween revenue and cost, the total loss was $131,912,000, 

Mr. Corserr. Will the gentleman yield at that point 

Mr. Porrer. Yes. 

Mr. Corserr. Because, as you know, I have gone into this argument 
on policy very frequently, and I will agree with the gentleman that 
the Appropriations Committee has simply taken language out of here 
and assumed unto themselves the right to set the postal policy, my 
question would be, in order to get a clear understanding of the situa- 
tion, why the Post Office Department not getting adequate revenues 
from the appropriations bill would not insist that the language of 
the 1958 policy statement be taken verbatim and then we would know 
exactly what the deficit is and then we could determine what the users 
of the mail ought to pay. 

Now, the figure that you just gave of $130 million is still under 
the $172 million of the year before which you recommended to the 
Appropriations Committee. Why would the public service features 
cost less ? 

Mr. Gititetre. The answer is, Mr. Corbett, that the figures I read 
pertained only to the concessions on free and preferred rate mail. 
There are other items listed in the law for public service which were 
not taken into consideration by the Appropriations Committees. 

One was the loss, if any, on special services, and one was the cost of 
nonpostal services for other Government agencies and, finally, there 
was the fact that one of the items, loss on star routes and third- and 
fourth-class post offices, could not be calculated by the Post Office De- 
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partment, since it was not conceivable to have a loss on something 
that was an integral part of the post office system. 

That was fully explained, Mr. Corbett, in the hearings, and I wil] 
be very glad to read in detail out of that justification at this time if 
you wish. 

Mr. Corserr. Will the gentleman yield further ? 

Mr. Porter. Surely. 

Mr. Corserr. Suppose we members of the committee, all of us, 
would adopt the policy that we would like to have the public service 
features paid for out of the Treasury and the users of the mail pay 
for everything else. Suppose we adopt that. We are trying to hon- 
estly find out. We feel, some of us, that the Department and the Ap- 
propriations Committees keep the public service features at a reduced 
figure. 

I know you will not agree to that but suppose the public service 
features are $250 million and the committee would say, “All right, we 
are going to charge $250 million to public service and we are going to 
raise rates sufficiently to cover the balance.” Now then, we need from 
the Department backing to the Appropriations Committees. We need 
you gentlemen to go in there and say to the Appropriations Committee, 
“Look. We are changing this. We have to have this money.” I 
think it is just as incumbent upon the Department in trying to meet 
its deficit to get all the money that it is entitled to from the Appro- 
priations Committee and then to come before this committee to ask 
for increased rates to pay for the difference with absolutely clean 
hands. 

Mr. Gitterrr. Mr. Corbett, we feel that our hands are absolutely 
clean because we submitted to the Appropriations Committee for fiscal 
year 1960, and included it in the President’s budget submitted to the 
Congress, an estimate of $172 million for public services and the com- 
mittee of the House passed no appropriations for public services, and 
the Senate passed $37 million. 

Mr. Corserr. Why do you retreat in the face of the Appropriations 
Committee and take their figures of $37 million? Why do you not 
keep on insisting upon $172 million ? 

Mr. Guerre. We have no alternative but to follow the expressed 
will of the Congress. 

Mr. Cornerr. What expressed will, the Policy Act or the Appro- 
priations Subcommittee on Post Office? 

Mr. Gitterre. The Policy Act requires that the amount of public 
services be determined in the Appropriations Act. We recognize, 
Mr. Corbett, that there is a difference of opinion on this subject. 

Mr. Corserr. Granted that we should not have put this phrase in 
but I am quite sure, if my memory is right, we felt that the Depart- 
ment and the Appropriations Committee would follow this language 
as a guide, we never dreamed that they were just going to pick out 
their own figures. 

Mr. Gruterte. When you say “we,” I do not think you mean this 
committee. 

Mr. Corsett. I mean the individuals who worked on the joint sub- 
committee that drew up this policy statement that was eventually 
adopted. 
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Mr. Gutterre. But I recall that, when this committee reported out 
ILR. 5206, they specifically stated that public services should be 
considered under the concept of revenues foregone and this was to be 
a substitute for the Kelly Act. 

Mr. Corserr. Did we not repeal the Kelly Act by the Policy Act 
of 1958? 

Mr. Gutierre. Yes, you did, but prior to the Policy Act of i958, 
this committee reported out after hearings on the matter of public 
services, and I mean the House Post Office and Civil Service Com- 
mittee, the bill, H.R. 5206, which clearly stated that public services 
should be considered exactly as the Department now has consistently 
considered them. 

Mr, Cornerr. What was the date of that bill that you know the 
number of? I do not know the number of it. 

Mr. Gitterre. I do not know the date but it was about 1957, Mr. 
Corbett. 

Mr. Corperr. It was prior to May 27, 1958 ¢ 

Mr. Gitterre. Yes, sir: it was, and the essence of the bill which you 
reported out was planned to have been included in the Postal Policy 
Act of 1958, in place of being passed as a separate bill. 

Mr. Corserr. I just cannot agree with that. I thought I sat here 
at this table and helped work out this policy statement with Mr. 
Stans and others and then back in 1956 we had done preliminary work 
without implementing it and I had a very distinct memory, and it 
is written down here, that the Kelly Act is repealed. 

Now I go right back to my original question: If the Department and 
the committee here were working together to get the Appropriations 
Committee to vitalize the Policy Act of 1958 then could we not turn 
to the remaining deficit and say, “All right. Let us see what we can 
do in the way of revenue to meet the remaining deficit” ? 

Mr. Gititerre. I agree, Mr. Congressman. 

Mr. Corserr. If you gentlemen are going to continue to follow the 
leadership of the Subcommittee on Appropriations instead of the 
Post Office Committee, I do not think you should confront us with 
deficit figures which we have said do not exist. 

Mr. Jouansen. Will the gentleman from Oregon yield? 

Mr. Porter. I yield. 

Mr. JoHansen. I share in the feelings of the gentleman from Penn- 
sylvania with regard to the action of the Appropriations Subcom- 
mittee which action apparently became law as a result, but I lose the 
gentleman when he seems to suggest that there is some magic for- 
mula—and I do not know whether he is proposing a court injunction 
against the Appropriations Subcommittee—but that there is some 
formula by which the Department can tell the Appropriations Sub- 
committee what they must do, and enforce them. 

Mr. Corserr. If the gentleman will yield, I simply want them to 
take the same position which we might take under the Policy Act. 
That is, in effect, an authorization. The Appropriations Committee 
puts up the money. Neither the Department nor ourselves can make 
them appropriate that money but we can insist and we can put on the 
charges showing that this part of the deficit should be regarded as 
public service and this part should be regarded as an actual deficit 
to be dealt with. 


: 

? 

‘O- 

in 

t- 

ye 

it 

Is 


662 POSTAL RATE REVISION 


The Cuatmrman. Mr. Corbett, how much do you estimate that the 
actual deficit is according to your theory or your belief ? 

Mr. Corserr. Sir, I would list without including rural free delivery 
at all in deference to my colleague from Towa. 

Mr. Gross. Thank you. 

Mr. Corserr. That something between $200 and $250 million of 
the annual deficit ought to be charged off to public service and that 
the rest is an expense which is caused by the users of the mail. 

Mr. Rees. Leaving about $350 million. 

Mr. Corserr. Approximately, and this figure varies every year 
with the cost of the service. Obviously, if we pass a rate increase, 
the actual loss on certain items will be greater. 

If we pass a salary increase, you will get a reverse effect, so that 
it is a fluctuating thing: but, until there is something better, I want 
to be guided by the Policy Act of 1958. 

Mr. Porrer. May I regain the floor ¢ 
Mr. Jonansen. Will the gentleman yield for just one further ques- 
tion 

Mr. Porter. Yes. 

Mr. Jomansen. I am probably at fault for not having that under- 
standing but I wonder if the gentleman from Oregon or Mr. Gillette 
would simply clarify my understanding of the thing by perhaps a 
single illustration of the distinction between loss and foregone 
revenue. 

I would like to have that distinction clarified either by the gentle- 
man from Oregon or by Mr. Gillette. 

Mr. Porrer. I am sure vou have an example, Mr. Gillette, the one 
I spoke about with regard to the two preachers and their situation. 

Mr. Gruuterre. I will state generally, Mr. Porter, that the answer 
to Mr. Johansen’s question, I think, would be clearly shown if I were 
permitted at this point to submit the table in the record which will 
provide the committee with these figures. 

Mr. Jouansen. Will the gentieman just give one illustration ? 

The Carman. The table will be inserted in the record at this 


point. 


(The table follows :) 
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Estimated revenues, expenses, and rate concessions on free and preferred rate 
mail, fiscal year 1961 


{In thousands of dollars] 


Total loss 


Revenue Expense | Total Rate exclud- 
| } loss | conees- | ing con- 
sions cessions 


A. Reduced rates of postage on newspapers and | | 
$5,290 | $69,291 | $64,001 | $6,217 | $57, 784 
rw 
| 


periodicals of certain nonprofit organizations- 


B. Official mailings—Pan American Union-- | 77 
C. 2d class—Free-in-county 15, 384 | 15, 384 836 14, 548 
D. Free for blind matter 1, 381 1, 381 1, 381 
E. Free mails—Diplomatie Corps of Pan American | 
Union Countries_. a= 55 | 55 55 
F. Publications for blind at reduced postage rates 17 | 104 87 | OF Npceuscswes 
G. Free mailing privileges to Pan American Sanitary 
H. Free mailing privileges—Certain individuals | 
I. Reduced rates to exempt 2d class publications for 
religious and classroom use. * - | 555 3, 399 2, 844 $30 2,414 
J. Reduced on exempt 3d class mailings of nonprofit 
organizations 2__ Staal --| 19, 170 47, 901 28, 731 19, 715 9, 016 
L. Reduced postage rates: | 
5 1, 095 | 4,455 | 3, 360 | 3. 360 | 


185,135 | 131,912 | 


1 Included in item E. 
2 Computed on basis of revenue and volume of minimum per-piece rate mailings of bulk 3d class matter of 


nonprofit organizations. 
3 Estimates based on budget forecasts of volume, and includes effect of rate increases, but does not include 
effect of changes under Public Law 85-426 permitting inclusion of additional items. 
Note.— Revenues and rate concessions are based on existing legislation as it will be effective in fiscal year 
1961. 
Source: Bureau of Finance, Cost Ascertainment Division, Mar. 9, 1960. 


Mr. Jonansen. Will the gentleman give an illustration to add 
to our discussion here / 

Mr. Giuterre. I would be very happy to give an illustration, Mr. 
Johansen. It would be a rate, we will say, for the religious publica- 
tions of 114 cents a pound as compared with the rate which they 
would pay if they were paying regular zone rates. 

The difference between the preferred rate or the concessionary rate 
and the regular rate is the amount of the rate concession, 

Mr. Jonansen. The revenue foregone, in other words? 

Mr. Guerre. The revenue foregone, and those who believe that 
the amount for which the Post Office should be reimbursed for public 
services preferred rate mailings is only the amount foregone, take 
that position. Those that believe that it should be the “total loss” 
say that it should be the total cost of handling that publication, less 
the reduced rate actually paid. It appears to this Department that 
the total loss includes also a loss for the fact that the regular rates 
are lower than the cost; and there is no reason why public service 
should reflect not only the rate concession but also the fact that the 
regular rates are lower than the cost. 

Mr. Jomansen. If the gentleman will yield for one final question, 
does not the crediting of total loss mean, in effect, that you get this 
cent and a half of revenue or whatever it is, and still duplicate that 
same amount in effect by making it a public service charge for which 
you make an appropriation / 
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I follow the revenue foregone principle. I do not follow the logic 
of the total loss principle. 

Mr. Corserr. Could I make that clear with an illustration ? 

Mr. Porter. Go ahead. 

Mr. Corserr. We take something as simple as free mail for the 
blind, and these figures are not exact. Suppose that mail would 
normality be carried at one cent as a nonprofit organization. All 
right, the Department then, just taking revenue loss, takes the total 
loss for free mail to the blind at what they would have collected, 
1 penny per copy, and they summarize that. Under the principle of 
total loss, if it costs 4 cents to deliver that letter, the proponents of 
this argument say that the Treasury ought to pay for delivering a 
4-cent letter. 

Mr. Jonansen. Certainly on free mail, but that is a completely 
different category, I would think, than mail on which you pay a cent 
and a half. 

Mr. Corsetr. Then let us take fraternal organizations that are going 
to be permitted to continue a preferential rate of 1 cent per item, 

Mr. Jouansen. My thinking is that, instead of 1 cent or 4 cents, 
in that case it should be 3 cents, which is the portion not collected from 
the user of the total cost. 

Mr. Corserr. That part is all right because here is the amount which 
the Post Office Department loses. Somebody has to pay. You either 
pay it from the Treasury or the users of the mail pay it or we charge 
it to deficit. 

I am contending all the way through that, if we took care of public 
service features at a fully allocated cost, then we could turn to the 
problem of the deficit and attack it either to wipe it out or reduce 
it or whatever we decided. 

Mr. Jonansen. I would subtract the 1 cent you collect from the 4- 
cent cost and make it 3 cents. 

Mr. Corserr. I agree. 

Mr. Porter. May I proceed, Mr. Chairman ? 

The Cuarrman. Mr. Porter. 

Mr. Porter. I would like to suggest to the Postmaster General that 
in coming before this committee, he should use the loss basis. I 
agree that the users should pay the cost of the service they get. I 
think the Postmaster General thinks so, too, except as Congress 
decides they should not and then we should appropriate money from 
the general fund or at least we should authorize those appropriations. 

What the Appropriations Committee does is its own business but 
what we do on rates is our business. That is the responsibility of 
this committee. So that I would say, as far as figuring out rates, we 
need the exact figures on what is public service in the Post Office, what 
is the amount of it, the total amount of it. Then we subtract that and 
what we have left is what must come from the users. 

I think that the Postmaster General agrees that the users should 
not support public services of the Post Office; is that not so? 

Mr. SumMeErFIELD. That is right. 

Mr. Porrer. If this paragraph 104(b) has been interpreted to give 
up what is really our power, the power to make rates, by deciding how 
much is public service, then that is certainly not the paragraph I voted 
for on this committee in 1958 and I think we ought to clarify it if it 
needs clarifying as it apparently does. 
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This is the committee that must make rates and I am sure we need 
from the Postmaster General the figures as to what are actually public 
service costs and not what the Appropriations Committee decides to 
appropriate. 

I would like your comments on that. 

Mr. Gutterre. Mr. Porter, on the day of my first appearance before 
this committee in these hearings, I emphasized that it appeared that 
this argument was within the Congress itself rather than with the Post 
Oflice Department because the Post Office Department had done what 
it could under the law to supply the estimates that were required by 
the Congress, and I have followed that approach up, Mr. Porter, this 
morning by presenting to this committee this table which shows the 
calculation both ways. 

We are not trying to withhold any figures from the Congress but 
the law does say as it stands now that the amount should be inter- 
preted or determined by the Appropriations Act. 

Mr. Porrer. Does it say “determined” ? 

Mr. Giuuterre. It says determined under the Appropriation Act. 
«“* * * determined by the Congress in the Appropriation Act based 
upon budget estimates submitted to the Congress * * *.” I quote 
that, section 104(b). 

Mr. Porter. I do not think it means that they have the right to fore- 
close our deciding what is public service or what should be termed as 
public service under the act and then go on to use that basis for 
ratemaking. 

The Postmaster General uses this as a basis for ratemaking, and 
I wonder if that is in keeping with the principle we seem to be agreed 
upon, namely, that the users ought to pay for the services they get 
except as Congress decides they should not. 

Mr. Gitterre. We submitted two opinions and our position has 
been revenue foregone. When Mr. Stans was testifying in support 
of H.R. 5206, he said: 

One of the few remaining actions needed to place the Department on a sound 
basis of accounting for the aggregate revenues and expenses of the postal 
service is legislation to provide reimbursement to the Department from the 
Treasury of revenues foregone through rate concessions deemed by the Congress 
to be beneficial to the American public generally. 

Mr. Porter. When did he say that ? 

Mr. Guterre. March 7, 1957. 

Mr. Porter. Of course, we repealed the Kelly Act by this act in 
1958 which would seem to put that out the window would it not ? 

Mr. Gittetre. Yes; it would certainly supersede it, but I want to 
establish the fact that this committee as recently as March 20, 1957, 
in reporting out H.R. 5206, adopted the revenue foregone concept, 
Congressman Porter. They stated in their report. 

Mr. Corserr. If the gentleman will yield, why does an act of 1957 
supersede the act of 1958? 

Mr. Porter. The question of good faith of the Post Office Depart- 
ment is not in issue here. We are trying to see what the law says. 

Mr. Gitterre. May I complete my statement in answer to your 
question, Mr. Porter? 
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I quote from the report of this committee on H.R. 5206, which w 
dated March 20, 1957: 


Through the years various laws which provided either free or reduced rates 
of postage to certain categories of mail users were enacted by the Congress 
The loss of revenue or “price concessions” resulting from these services in- 
creased the postal deficit. Because the services performed under these laws are 
for the general welfare and advance the programs of the Government generally, 
it is not believed practicable to charge any particular Government agency for 
them. But neither should such services or subsidies be left in postal operations 
and thus increase the Department’s deficit. * * * 


Mr. Porrer. That is fine. I think I agreed with it at the time but 
I regret the interpretations. 

Going back to section 104(a) » which is under the “Identification 
and appropriations for public services,” i point out that in (1) (a), 
it says: 


as 


The total loss resulting from the transmission of matter in the mails free of 
postage or at reduced rates of postage * * * including the following— 
and then we go to paragraph (2) below where it says: 
the loss resulting from the operation of such prime and necessary public sery- 
ices as the star route system and third- and fourth-class post offices * * *, 

First, I eall your attention to the fact that it is not limited to those 
services. 

I ask, has the Post Office Department figured out what are the 
losses for fourth-class post offices, for example / 

Mr. Gituerre. No, sir, we have not because we feel that it is im- 
possible to do so and we were sustained by the witnesses from the 
General Accounting Office on this matter when they appeared before 
the Senate Appropriations Committee in 1960, 

We do not feel that the loss in operating a fourth-class post office, 
alleged to be the difference between the revenue it takes in on out- 
going mail and its expenses, represents a loss because it delivers much 
incoming mail on which revenue has been paid; and, therefore, we 
feel it is impossible to make an allocation. 

Mr. Porrer. Have you made any attempt to follow the law which 
says that you will figure the loss / 

Mr. Summerrrevp. Mr. Porter, we have found it impossible to cal- 
culate a loss on fourth-class post offices as we did on star routes. A 
star route contract is not dissimilar to a contract with the railroads, 

Mr. Porrer. In other words, this law means nothing, then ? 

Mr. Summerrie.p. I do not mean that at all. I just point out to 
you that when you ask us to do that particular thing that the Post 
Office Department is unable to comply with your wish, the General 
Accounting Office is unable to give us a method or formula by which 
we can ¢ omply. 

Mr. Porree. Would the Postmaster General sav that there is a con- 
siderable amount of public service in fourth-class post offices and star 
routes 

Mr. Sewmerrieip. As part of a service, the same as in second- and 
first-class offices, sir. 

Mr. Porrrr. In the Declaration of Policy, the first paragraph under 
(b), it says “that the Post Office is a public service,” but how much it 
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is a public service is what we are trying to figure out. Here we say 
specifically : 

the loss resulting from the operation of such prime and necessary publie 
services 

we call them public services, the Congress does— 

as the star route system and third- and fourth-class post offices. 

We want to know what that loss is. You say it is impossible to 
fieure it out. 

“Mr. SumMerrtetp. That is right. 

Mr. Corserr. Will the gentleman yield ? 

Mr. Porrrer. Yes. 

Mr. Cornerr. I think, Mr. Gillette, that you did make a statement 
onthese items. Youestimated it at zero, 

Mr. Ginterre. No, sir, we did not. We said it was impossible to 
calculate and we dwelled at great length on the reasons, which we 
would be glad to put into the record, 

They were in our justification in our 1960 appropriations sub- 
mission. 

(The information referred to follows :) 


In the case of paragraph (2) of subsection 104(2), the Department has sub- 
mitted no estimates for any losses that may be attributable to the operation of 
star routes and third- and fourth-class post offices, for the reason that it knows 
of no practicable way such losses, if any, may be determined. The reasons for 
this conclusion are outlined in the paragraphs immediately following. 

To understand why the Department has been unable to determine the loss 
resulting from the operation of star routes and third- and fourth-class offices, 
referred to in paragraph (2), it is necessary to recognize the fundamental 
difference between (a) the activities covered by this paragraph which are fune- 
tional parts of the postal system itself and for which no fees are charged as such 
and (6b) Classes or types of service offered by the system to its users, such as 
first-class mail, second-class mail, money orders, registry, ete., for which specific 
rates or fees are charged. Both the costs and revenues attributable to each 
of the various classes of service in the latter category have been determined 
for many years by the cost ascertainment system as required by Act of Con- 
gress (39 U.S.C. 826) and adequate data with respect to losses under the various 
classes and subclasses mail are currently available. 

The loss or gain on the operation of functional segments of the postal system 
itself, however, involves an entirely hypothetical concept for which no adequate 
data, to our knowledge, has ever been developed, if indeed a generally satisfac- 
tory basis for developing it can even be conceived. To determine the loss 
assignable to the operation of the functional segments of the postal network 
referred to in paragraph (2) would seem to require (a) the allocation of gen- 
eral regional and headquarters expenses, including research to these functional 
segments to arrive at their total cost, (b) the determination of the revenues 
received from just that mail which actually moves through those functional 
segments, including mail originating at other points, as well as mail originating 
at these segments and moving elsewhere, and (c) an allocation of an appropri- 
ate portion of such revenues to these specified functional segments. 

The development of the basic data required under the steps enumerated would 
necessitate extensive studies that in the end would prove useless since the De- 
partment knows of no way by which most of the revenues to be determined under 
step (2) could be equitably allocated to star routes, third- and fourth-class 
Offices, or any other functional segment of the postal network. Only the revenue 
from such small portion of mail as may be originated and delivered by the 
same functional segment of the system would present no allocation problem, once 
it was isolated and determined. The revenues from all other mail moving 
through these functional segments would have to be allocated in varying degrees 
to other functional segments according to where the mail came from and where 
it went. In such a study, originating offices, each medium of transportation 
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used, and delivering offices are each entitled to an equitable share of the 
revenue generated by the mail which they handle. How such allocations could 
be made, even if the traffic pattern for the mail handled by each functiona] 
segment concerned were known, the Department has been unable to determine, 
Finally, it should also be noted that the losses called for in paragraph (2) 
duplicate to an undetermined extent losses provided for under paragraph (1), 
For example, the loss of $63 million on newspapers and periodicals carried at re 
duced postage rates for certain nonprofit organizations contains both costs and 
revenues that would also be allocable to star routes and third- and fourth-class 
post offices under paragraph (2). While it is believed that no duplication of 
losses chargeable to the Treasury was intended, the elimination of this duplica- 
tion would present the same problems of allocation of costs and revenue posed 
by paragraph (2) itself. 

In the present submission, therefore, the Department of necessity must take 
the position it took when first submitting estimates under section 104(a), to the 
Congress last summer; viz., that there is no practical basis for developing esti- 
mates for the loss under paragraph (2) and, therefore, no appropriation is re 
quested for such loss. The Comptroller General has confirmed the impractica- 
bility of developing such estimates of loss with any real credibility, in his report 
of July 21, 1958, to the Senate Committee on Appropriations written in response 
to questions raised by the chairman of that committee concerning the compu- 
— of public service costs. The pertinent portions of his report are as 
ollows: 


“STAR-ROUTE SYSTEM AND THIRD- AND FOURTH-CLASS POST OFFICES 


“The Department is not requesting an appropriation for the loss resulting from 
the operation of the star-route system and third- and fourth-class post offices, 
The Department takes the position that the loss (or gain) for the star-route 
system and third- and fourth-class post offices has never been developed by its 
cost-ascertainment system, and that the Department knows of no practical and 
generally acceptable way by which such data may be developed. 

“We agree that there is no information currently available upon which to 
base an estimate of the loss, if any, which would be attributable to these opera- 
tions. To determine such loss (or gain) it would be necessary to assign some 
portion of the postage collected on each item carried on a star route or handled 
in a third- or fourth-class post office and match that assigned revenue to the 
cost of the operation. A system established to provide this information would 
be complicated, costly, and would involve judgment allocation factors which 
would be subject to question.” 


Mr. Corserr. I would like to ask the gentleman when he did not put 
down 20 percent or 40 percent and put down zero, is that not an 
estimate ? 

Mr. Giuterre. Let me read what the Senate Appropriations Com- 
mittee said in their report on the 1960 appropriations re “Loss on star 
route and small post offices.” 


The Department has stated that no loss could be computed for these items. 
The committee goes further and believes that losses cannot be attributed to these 
integral parts of the postal system and designated as public services any more 
than losses can be attributed to truck transportation or the accounting and other 
staff services which are essential to successful operation of the whole postal 
system. Therefore the committee recommends this item be disallowed. 


And they started their statement on “Payment for public services,” by 
saying, and I quote: 


The committee has carefully reviewed the question of a proper charge to the 
general fund of the Treasury for what the Postal Policy Act defines as “public 
services” rendered by the Department. This is especially significant because the 
act (sec. 104(b) ) places upon the Congress the responsibility for determining the 
measure of these services in the appropriation act, and then provides that postal 
rates and charges are to be adjusted from time to time so that postal revenues, in- 
cluding payment for these public services, will cover all postal expenditures. 

The estimate submitted by the Department, it was developed, represented one 
possible method of computation of reimbursable public services. Evidence from 
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the Department and other sources clearly indicated that lesser amounts were 
intended also to be considered and were in fact more appropriate. 

I read this statement to show you that the Department itself has 
done everything it can to comply with the act and that the argument 
is within the Congress and not between the Congress and the Depart- 
ment. 

Mr. Corserr. Would the gentleman say that the House and Senate 
subcommittee on the Post Office Department in the Appropriations 
Committee has passed action to repeal the action of this committee 
and the Congress ? 

Mr. Guuterre. I think the Department would not presume to have 
an opinion on that. 

Mr. Porrer. I yield to my colleague from Michigan. 

The CuHarrmMan. Mr. Lesinski. 

Mr. Lestnsxt. I concur that rural routes and the fourth-class post 
oflice are part of the operation of the whole post office because we know 
that the big post offices in the big cities make money. 

Getting back to the remarks by Mr. Corbett of Pennsylvania, we 
were told by a previous witness that 40 percent of the second-class mail 
is paying a very low rate and some of the rates were set as far back as 
1879 and 1885 and some as late as 1925. 

Now, that is the whole problem that we are trying to resolve here, 
the fact that if these rates are so low and were set so long ago, if the 
Congress wants to leave it that way, well and good, but why does it not 
make up the difference in those rates? Is it true that the mailings are 
40 percent in second-class mail ? 

Mr. Gitterre. It is true, Mr. Lesinski, that 20 percent of the sec- 
ond-class mail has not had any rate changes since 1879 and 1885, and 
that is the within-county mail, except for a one-eighth cent minimum 
in 1951. 

It is also true that another 20 percent, which is the nonprofit in- 
stitutions, had not had any rate changes since 1925 and it is true that 
those rates are inordinately low and have not kept up with costs; but 
ultimately those rates should be adjusted upward just as post office 
costs have gone upward, 

Mr. Lesrnski. So that we can take the figure of 40 percent of all 
the mailings in the Post Office Department and figure out the differ- 
ence of what they are paying and what they are not paying and come 
up with a practical answer as to what the actual deficit 1s? 

Mr. Giutetrr. Forty percent of the second-class mailings, Mr. 
Lesinski. 

Mr. Lestnsxt. Of that class and come up with a tentative figure as 
to what Congress should pay ? 

Mr. Guerre. No; I do not agree with that because that would rep- 
resent the total loss and the Department has given long expositions 
of its reasons why total loss should not be considered the public serv- 
ice measure since it includes the below cost regular rates, and that only 
the rate concession, the difference between the preferential rate and 
the regular rate should be the public service reimbursement. 

Mr. Lestnski. All right. I will go along with that but can you 
figure out that exact amount for second-class mail ? 

Mr. Grittetre. Certainly. 

Mr. Lestnsx1. That is what? 
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Mr. Gitterre. It is in the table that I submitted. In the case of 
within-county mail, the total loss amounts to $15 million, Mr. Lesin- 
ski, and in the case of nonprofit organizations the total loss amounts 
to $64 million. The rate concessions in the case of within-county 
mail amount to $836,000 and the rate concessions in regard to non- 
profit organization amount to $6,217,000, according to our estimates 
for 1961. 

Mr. Lestnskr. I will ask one further question, if I may. 

Mr. Porrer. I vield. 

Mr. Lestnskr. Do these organizations handle their mailing the same 
as vour regular second-class users? By that I mean do they arrange 
their mailings according to zones and cities, and so forth 4 

Mr. Gitierre. Mr. Lesinski, may I ask the Assistant Postmaster 
General for Operations, Mr. Barnes, to answer that question for you? 

Mr. Barnes. Your question is, Do they prepare the mail in the 
same manner! Yes. 

Mr. Lesrnskr. All of them ? 

Mr. Barnes. You may be thinking of some publications which are 
separated as to zones. They cannot. all separate as to zones but that 
applies to both regular and preterred-rate patrons. 

Mr. Lesinskt. The point I am driving at, Mr. Corbett, is, if a 
labor organization can send out 30,000 copies of a paper for $25 and 
a manufacturer has to pay for the same number of papers to the 
same people $600 these are the figures that we are seeking for as to 
what the actual difference is. That is why I am not so happy about 
increasing the rates because of all this so-called loss that is going on, 
and if Congress wants it that way, well and good, but let us so say 
and pay the difference. 

Mr. Giuietre. This committee will have before it in making up its 
mind on the matter of postal rates this table which shows the caleula- 
tion both ways, but it should remember that in the 1961 appropriation 
for the Post Office Department there is in the Appropriation Act $49 
million and not $131 million for rate concessions on free and preferred 
rate mail. 

Mr. Lestnsxt. That is all. 

Mr. Porrer. Mr. Chairman. 

AsI recall a few years ago, the Postmaster General did suggest that 
second-class mail should pay 50 percent of its allocated costs and 
third-class mail 75 percent of its allocated costs, but I take it that that 
is not the position of the Postmaster General today ? 

Mr. Gitterre. That is correct, Mr. Porter. The cost ascertainment 
report in 1955 and in 1956 included a column which made some ad- 
justments for intangibles which have not appeared in the cost ascer- 
tainment reports since that time because we felt that it was simpler 
and would cause less confusion to put nothing in the cost ascertain- 
ment report other than the clear-cut allocations of costs and revenues 
and let the intangible factors be applied separately and distinctly, 

and I think you understand that. 

Now, to get to your question, I would like to read our reply to ques- 
tion 24 of the Time representative’s question on this subject: 

In 1957 the Department prepared tables showing the extent to which revenues 


in fiscal 1956 failed to cover 50 percent of the cost of second-class mail and 
75 percent of the cost of third-class mail. These percentages were those which 
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q departmental staff committee recommended as immediate goals for revenue 
coverage by these classes of mail under conditions existing in 1954 taking into 
account intangible service factors. This committee had also expressed the opin- 
ion that in the long run second-class mail should cover 75 percent of its cost 
and third-class mail 90 percent of its cost. The Department’s rate proposals in 
1957, however, called only for a coverage of 29.2 percent for second-class and 
77.7 percent for third-class mail. 

The Department has not used the 1954 committee recommendations since 
1057. Since that date the Congress has enacted the Postal Policy Act of 1958 
and the Department has developed its rate proposals in conformity with the 
basic concepts of that act and economic and operating conditions as they exist 
today. 

Question 24 confuses proposed standards of cost coverage with the costs 
themselves. There has been no change in the basic cost figures reported under 
the cost ascertainment system since these are in nowise «affected by rate 
consideration. 

Mr. Porrer. I want to Say t hat this Is precisely my point that the 
Congress should decide what percentage, if any. of the total allocated 
cost that second- and third-class users and anybody else should pay. 

You did advise us along those lines but have apparently changed 
your position as indicated, but here in the Postel Policy Act of 1958, 
we state that— 
the loss resulting from the operation of such prime and necessary public services 
as the star route system and third- and fourth-class post offices 
are public services. We may be wrong and only part of it is, but we 
state that the loss there is a public service. Yet it has not been taken 
into account in the figures that you present here as a basis for your 
rate request. 

I have just one other question because I am taking too much time. 
We had it said to us the other day that the cost of mailing a first-class 
letter, sending it, has gone up. This was used to criticize the efficiency 
of the post office. I think it was Mr. Brumbaugh from Time maga- 
zine who said that. 

Would you care to comment ? 

Mr. Gruuerre. I remember the statement, Mr. Porter, and I would 
like to ask Mr. Noble, the Deputy Assistant Postmaster General and 
Controller, to comment on that, if you do not mind. 

The Cramrman. Here is Mr. Noble now. 

Mr. Nosuir. Mr. Congressman, the costs shown in the cost ascertain- 
ment report of 1953 for first-class mail represent an average cost per 
piece of all types of first-class mail, that is, post cards, letters, and 
Government post cards, and that cost com ared with the 1959 cost has 

increased since 1953 by 33 percent. The allegation or statement is 
correct. In analyzing the reason for that, we find a variety of causes. 

Mr. Porter. Not lack of efficiency, though ? 

Mr. Nosy. No, sir. Wage rates for the postal service have in- 
creased 20 percent. 

On top of that, the Department has been required to pay the civil 
service retirement cost of 614 percent, thereby increasing its wage 
costs by some 26 percent. Transportation costs since 1953 have gone 
up by about the same amount. 

In addition to that, in the accounting system which the Department 
has always used under the obligation method of accounting, the capi- 
tal obligations are charged off each year against the operating costs 

t . : 
and allocated to classes of mail. Many of the capital improvements 
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currently being instituted are for the benefit of first-class mail, so that 
that is another factor that has caused the increase. 

Mr. Porter. Who says they are for the benefit of first-class mail? 

Mr. Noste. Well, we make a determination on the basis of the ap- 
propriation, the basis of our actual obligations. 

Asa matter of fact, this is a historical determination of the type of 
facilities that were procured during the year. But we are interested to 
note in making that comparison, as we had not made it ourselves 
before, that the average cost per piece for second-class mail increased 
only 17 percent during this period and we wondered why that was 
not pointed out. 

Mr. Porter. How about third-class mail ? 

Mr. Noste. I can determine that very quickly. I did not look at 
that. 

Mr. Porter. You can submit it later. 

Mr. Noste. I will be very glad to. It is apparent that in addition 
there may have been some refinement in our cost-allocation process 
as we have reported throughout the years. We have improved and 
refined methods of allocating costs and there are thus a variety of 
factors that are involved when you take the unit cost of a single 
class of mail. 

The bulk of that increase is the increase in actual wage rates paid 
by the Department. It bears no relation to the 10-percent Consumer 
Price Index which Time referred to in their question. We have 
wage rates, wage costs, which have gone up 26 percent and trans- 
portation costs have gone up about the same; and then we have our 
own particular capital program which gets allocated to these various 
classes of mail, so that this in general is the answer to that specific 
question. 

(The information requested follows :) 

The unit cost per piece of third-class mail increased 27 percent from 1953 to 
1959. This percentage increase is approximately equal to the net effect of the 
increases in postal wage rates, fringe benefit payments, and transportation 
rates. However, it should be noted that effective August 1, 1958, third-class 
mail was broadened by Public Law 85-426 to include articles from 8 to 16 
ounces. The average weight per piece of third-class mail has increased 12 per- 
cent since 1953, primarily as a result of this change in classification. This has 
also contributed to the increase in the cost per piece. 

Mr. Porter. My friend from Maryland wanted me to yield. 

Mr. Fotey. I would like to ask the distinguished Postmaster Gen- 
eral one question. 

I have finished reading your statement and on page 17, you say: 

I trust the absence of any significant opposition to a first-class rate adjust- 
ment is an indication of acceptance by the public of the Department’s position 
in this matter. 

You have been doing battle with your customers, the second-class 
users, and have acquitted yourself very well in your battle, but I am 
impressed by the fact that during the hearings I have not heard of 
any association of first-class users or any group or any particular 
voice expressing itself for or against your proposals on first class. 

My question is basically addressed to you from a historical stand- 
point. What has been the experience in connection with the first- 
class users since they are generally the general public? Has there 
ever been anybody to speak up for or against their rate rise? 
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Mr. SumMerFietp. There has not been historically in the Post 
Office Department when we adjusted first-class rates, any objection 
yoiced by the general public and I think the basic reason for it is 
that the American people are always perfectly willing to pay a fair 

rice for the service rendered and the rank and file of the citizens 
in this country recognize that in first-class mail and in post cards and 
airmail they are getting an extremely attractive service for the price 
that they are paying. ; 

They also recognize pretty generally today that most first-class mail 
originates in the business houses of the country, between 75 and 80 
percent of that total, and a 1-cent increase 1n first-class mail does not 
pose a hardship on the American public. 

There is very little that you can buy for less than 5 cents in any area 
of our economy today. 

Mr. Fotry. You say: 

A 4-cent rate is not adequate payment for the numerous preferential services 
extended to the patrons of this class of mail. 

Frankly, what is an adequate charge ? 

Mr. SumMerrirevp. Again, 140 percent of the allocated costs of first 
class has been historically the recognized value of the preferential 
service that first-class mail does receive and has always received. 

Mr. Forry. Is that your rule-of-thumb formula in determining in- 
come and expenses 4 

Mr. Summerrietp. The average from 1926 to 1941; and I might 
add that a substantial premium over costs exists throughout the 
world. 

Mr. Fotry. I would like to conclude not so much with a question 
but with an observation that, in the absence of any articulate expres- 
sion by first-class mail users, it impresses me that there is an added 
responsibility on the members of this committee to somehow protect 
the interests and appraise and promote the interests of the first-class 
users because, since no one comes forward on their behalf as the rep- 
resentative of the general public, we, as representatives of the general 
public should appraise their interests and protect them to a sense 
along that line. 

Mr. Summerrtetp. Congressman Foley, that is the position that 
we take in the Post Office Department. 

I think that my first responsibility is to recognize the responsibility 
of the Postmaster General and the Post Office Department to the 
citizens of this country, not a particular group. 

In the case of first-class mail since the last previous increase in 
1932 there has been an increase in rate from 3 cents to 4 cents, or 33 
percent. However, there has been a 112-percent increase in the cost 
of handling first-class mail during the same period. That is not lost 
upon the public. They know that everything they buy and use has 
gone up in that proportion. That is since 1932, 

Mr. Fotry. Thank you very much. 

Mr. Summerriecp. Thank you, Congressman Foley. 

The CrarrmMan. Mr. Irwin. 

Mr. Irwin. Mr. Postmaster General, did you approach all rates on 
the basis of the same historical record? That is, you say first-class 
mail is based on this 144 percent of allocated cost. Do you approach 
all rates on that same basis ? 
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Mr. Summerriecp. Well, I want to point this out to you: T have 
spent hours trying to convince the members of this committee of what 
has happened tri aditionally, for instance, in third class, to answer 
your question as an example. In 1926 when the cost-ascertainment 
system first went in, the revenue from third-class mail was 98 per- 
cent of its allocated costs. Then as the costs went up the C ongress 
unfortunately failed to recognize the increase in cost and did not 
adjust the rates upward as they should have done in the interest of 
the general public of this country. If I may say, it has been our 
desire and our intent never to injure any segment of the American 
economy by any adjustment in the rate structure of the Post Office 
Department. We can prove that by looking at the record to see what 
has happened as a result of the previous increases. 

I would like to make one other thing clear. 

There is confusion on the part of a number of members of the com- 
mittee about the Post Office’s position because of the difference bet ween 
the thinking of this commitiee and that of the Appropriations Com- 
mittee. Now, we did submit to the Appropriations Committee a fig- 
ure for public services for 1960, the last year and we did submit a 
figure of approximately $172 million, 

The Appropriations Committee just refused to recognize that figure 
and acted accordingly. 

We did not submit such a figure again this year for fiscal 1961 in 
our submission for appropriations because we would have been flying 
right back into the face of that action on the part of the Appropria- 
tions Committees of both the Senate and the House. 

Had we done so—and I think this will be of particular interest to 
Congressman Corbett because of his question—it would have been in 
the area of $160-$170 million as against the $172 million for the year 
before so that, for the purposes of studying a rate proposal, I think 
it is comparatively simple to recognize whatever you care to. 

It should not be permitted to bec Joud the overall ‘responsibility and 
the issue here of doing something about that rate structure in the 
Postal Establishment on all classes of mail in light of a $600 million 
deficit. 

I thank you for permitting me to have said that, sir. 

Mr. Corperr. Will the gentleman yield at that point and then 
want to yield to my friend here. 

Where I am trying to be insistent here is that if the Post Office De- 
partment had not retreated from its position before the Subcommittee 
on Appropriations, we would be looking at a different deficit figure 
than the one we are looking at. I am contending repeatedly that, if 
the Department would join with this committee in their attempt to 
arrive at what this public service feature ought to be and the Appro- 
priations Committees then either grant that amount of money or list 
it as a deficit and a charge against the Treasury, then we could at- 
tack the remaining deficit. 

However, we might eliminate it all or we might leave some of it 
there. 

I know not what the will of the committee is going to be. I am 


trying my best to point out what is the real deficit that ought to be 
charged to the users of the mail. 


Mr. Wannaavser. Will the gentleman yield? 
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Mr. Corperr. Yes. 

Mr. Wattuauser. I think the Postmaster General has made it very 
clear that he is laying the foundation of facts that there is a $160 
million deficit, if you wish to call it that, or ¢ redit for public services 
in their thinking but they do not want to flout the past will of the 
Congress when the "vy over rode the previous submission, 

Mr. Corserr. The gentleman knows how these things go through. 
The subcommittee brings in a bill and the Appropriations Committee 
OK’s it. One Member of the House objected to what the Subcom- 
mittee on Appropriations was doing in the fund for the Post Office 
Committee this year. 

Mr. Jonansen. Will the gentleman vield ? 

Then the real retreat was not by the Post Office Department but 
those of us in the Congress who failed to do battle in the com- 
mittee and on the floor of the House. 

Mr. Corserr. I have to agree but I think the original sin was the 
failure of the Post Office Department to insist that X number of 
dollars be appropriated. 

Mr. Barry. How can they? 

Mr. Jowansen. I wish you had mentioned original sin before the 
Postmaster General is supposed to have had this breakfast with the 
ministers. 

Mr. Corserr. This thing has to be resolved some day. Since I 
have been on this committee, in 1945, we have been fighting about 
public pohiey. 

Mr. Gross. Mr. Chairman. 

Mr. Cornerr. I yield. 

Mr. Gross. I would like to ask a question about this McKinsey 
report. I assume you are acquainted with it. On page 2-21, the 
McKinsey—whatever it is—consulting firm refers to a small- town 
8-page weekly paper with a circulation of about 1,000 copies and 
then they go on to show that this typical, I assume, paper, has adver- 
tising revenues of $15,600 a year, subscribers revenues of $2,940 a 
year, almost $3,000, and newsstand revenues of $1,145. 

Now, in your judgment, do you think that any 1,000- circulation 
weekly newspaper is going to have a newsstand sale of $1,145 a year? 
I assume it is a year. I do not believe it would be for 6 months or 
a week. 

Mr. Gitterre. Mr. Summerfield, may I answer the Congressman’s 
question / 

Mr. SUMMERFIELD. Yes. 

Mr. Guterrr. This was presumably, and I say presumably, because 
I believe it was, and T believe we can perhaps get the full name of 
the newspaper, an actual case, Congressman Gross, that the McKinsey 
& Co. people used as an illustration to show that the total postage 
they were now paying of $225 a year was a fairly small portion of 
their total revenues of $19,635 a year, 

Mr. Gross. If we may, let us stay with their newsstands sales of 
$1,145. I have about 65 weekly newspapers in my district and I 
cannot. conceive of a single one with 3,000 circulation that would 
have that much revenue from newsstand sales. 

Mr. Giuterrer. It represents about 25 percent of their total revenues 


other than advertising revenues. 


q 
OM - 
een 
m- 
Ho. 
ta 2 
in 
ng 
1a- 
to 
. ye 
In 
ar 
ik 
il 
ie 
I 
e 
e 
f 
D 


676 POSTAL RATE REVISION 


Mr. Gross. You do not believe that, do you, Mr. Gillette ? 

Mr. Guiterre. I have no basis for questioning it. 

Mr. Gross. Let us go to their printing costs of $3,800 a year on 
an annual basis. Do you think you could put out an eight- page paper 
for that kind of money ? 

Mr. Guerre. Mr. Gross, I think that your question can best be 
answered if we ask McKinsey & Co. if they will give us some fur- 
ther evidence as to this example, and I will be glad to write you a 
letter on the subject. 

Of course, the question is academic because the Post Office Depart- 
ment has withdrawn its proposal for within-county rate increases at 
this time. 

Mr. Gross. But you understand that almost every day over on the 
House floor, when we are in session and dealing with legislation, I 
have something to say about the hiring of consultants all over this 
Government. That is one of the reasons why I am interested in this 
report and I would hope that, if you go back to McKinsey, that it 
would not cost another $137,000 to get the answer to this. 

Mr. Gitxerre. It will cost no more than a 4-cent stamp and I feel 
that you are entitled to have an explanation of this example because 
I am convinced that it is a legitimate example. 

Mr. Gross. I think this is the most astounding set of figures that 
Thave read, Inever owned a weekly newspaper but I have worked on 
weekly newspapers and I think this is the most astounding thing I 
have seen in certain of the figures set forth in this report. 

If this is a sample of it, I cannot have very much confidence in 
McKinsey & Co., whoever they are. 

Mr. GILLETTE. I think that you will be able to get some satisfaction 
when I receive their communication on this subject. 

(The communication referred to follows :) 

McKinsey & Co., INc., New York, N.Y., June 21, 1960. 
Mr. GILLETTE, 
Assistant Postmaster General, Bureau of Finance, 
Post Office Department, Washington, D.C. 

DEAR Mr. GILLETTE: At your request, we are submitting the following infor- 
mation to amplify the case example contained on page 2-21 of our recent re- 
port to the Post Office Department. We hope that this information will clarify 
the points that Congressman Gross raised. But if this should not be the case, 


I hope you will let us know so that we can submit whatever additional informa- 
tion may be needed. 

The first question raised was concerned with the reasonableness of the esti- 
mate of $1,145 as representing annual revenues from newsstand sales of the 
newspaper covered by the illustration. The reasonableness of this estimate 
becomes clearer in light of the following facts: 

1. This particular weekly newspaper is sold at a corner store and also by 
newsboys who hawk copies on street corners. The publisher of this newspaper 
lumped both of these categories together as newsstand sales to differentiate 
them from delivery to subscribers through the mails. 

2. As indicated in our report, some 20 percent of this newspaper's total 
volume of approximately 1,000 copies is sold through the channels specified in 
point 1 above. 

3. This newspaper sells for 10 cents a copy (200 copies per week at 10 cents 
each total $1,040 per year. The difference between $1,040 and the $1,145 con- 
tained in our report is accounted for by the rounding of the two figures in our 
report—i.e., 1,000 copies and 20 percent). 

4. The 3 cents per copy commission paid to street-corner newsboys (and the 
local store) for these sales is included in the expense item “part-time help.” 
This expense totals slightly more than $300 per year. 

The second question raised by Mr. Gross is concerned with the reasonableness 
of the $3,800 for printing costs. On this point, I concede that our caption 
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would ha\. oeen clearer if it had read “printing costs other than labor.” For, 
in addition to that $3,800, the expense item of $3,000 for part-time help includes 
approximately $2,500 for the time of the printer who sets type and runs and 
cleans the press in connection with printing the weekly newspaper. This 
amount, when added to the $3,800 mentioned above, produces a total direct 


cost of $6,300. 
Please let me know if these points need further clarification or if you would 


like any additional information. 


Sincerely, 
RIcHArRD F. NEUSCHEL. 


Mr. Barry. Mr. Chairman. 

The CuHatrMANn. Mr. Barry. 

Mr. Barry. For the record, McKinsey & Co., I believe, is one of the 
finest. industrial engineering and managing consulting firms in the 
Nation. 

Mr. Gross. Will the gentleman yield ? 

Mr. Barry. Ina minute. 

They are used by the most efficient businesses in the Nation and I 
am very well acquainted with them and have been for 20 years. 

Mr. Gross. Will the gentleman yield ? 

They are doing very well and did on this particular survey that 
they made. The directors are paid at the rate of $400 for a 7-hour 
day. They ought to have something on the ball for that kind of 
money. 

Mr. Barry. Mr. Gross, if you went to a doctor and needed surgery 
sometimes an hour’s surgical surgeon’s fees saves your life, and I 
would apply the same here. 

It is management surveys like that that are going to save Uncle 
Sam’s Government’s life here when it comes to reducing the deficit 
and applying business methods to the functioning of the departments 
of our Nation. 

Mr. Gross. Then perhaps we ought to just hire McKinsey and 
abolish Congress. 

Mr. Barry. It might help. 

Mr. JoHANSEN. Will the gentleman yield? 

Mr. Barry. Yes. 

Mr. Jowansen. Mr. Chairman, this may well be the last appear- 
ance before this committee this session of the distinguished Postmaster 
General. In view of the fact that the administration of President 
Eisenhower ends on next January 20, it is quite possible that this will 
also be the final appearance of the Honorable Arthur E. Summerfield 
before this committee as Postmaster General of the United States. 

Accordingly, I cannot permit this occasion to pass without a word 
of sincere tribute to the able, courageous, and hard-hitting fellow 
citizen of mine from the State of Michigan. 

Postmaster General Summerfield is now completing his eighth year 
in the Cabinet of the President of the United States. 

With the distinguished Secretary of Agriculture, the Honorable 
Ezra Taft Benson, who appeared only recently before this committee, 
Postmaster General Summerfield is one of only two members of the 
Cabinet who have served continuously since the Eisenhower admin- 
istration took office January 20, 1953. 

Of course, Mr. Summerfield has had, and still has, critics. Both 
the immense problems with which he has grappled and his own forth- 
rightness and energetic drive in seeking to solve those problems, have 
made inevitable honest and sincere criticism. 
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Nevertheless, I am sure that fairminded critics will ungrudgingly 
acknowledge the energy, devotion, and ability with which he has 
served in this important office. 

There are innumerable contributions to the improvement of the Post 
Office Department and the postal service which stand as lasting evi- 
dence of the ability and faithfulness with which he has discharged his 
duties. 

Without disparagement to many other accomplishments, I think 
that perhaps his greatest single contribution has been his pioneering 
work in the field of research and development and modernization of 
postal operations. 

I am sure that however much has been done Postmaster General 
Summerfield feels an acute awareness of much that remains to be done, 
The significant fact is that under his leadership the tools and the 
means of continued progress have been created. The all-important 
breakthrough which offers the promise of continuing progress in 
modernization, mechanization, and other improvements in the postal 
service has been accomplished. 

I take this means of expressing my own very high regard, respect, 
and affection for Postmaster General Summertield. 

It is a matter of personal gratification to me that my nearly 6 years 
of service on this committee have enabled me to collaborate, in some 
measure at least, with him in the interests of the postal service. 

The Cramman. We have received more statements, which, with- 
out objection, will be inserted at this point in the record. 

(The statements follow :) 

FETTER PRINTING Co., 
Louisville, Ky., June 6, 1960. 
Hon. Tom MurRRAyY, 
House of Representatives. 
Washington, D.C. 

My Dear Mr. Murray: Thank you for your letter of May 20. We fully under- 
stand that your committee would not be able to sit through testimony by all those 
requesting to be heard. We are very appreciative of the opportunity to express 
our views for the record in this letter. 

After many days of testimony, we are sure your committee has well docu- 
mented evidence against the increase scheduled for July 1, 1960, as well as others 
the Department has asked for. We will try to stick to facts as they relate to 
our company. 

We can best illustrate our point by presenting a detailed outline of the impact 
of third-class rate increases on one of our major pieces of business. 

We produce and mail each month a booklet which is carried at the bulk, third- 
class minimum rate. The printing and mailing of this material furnishes full- 
time employment to 20 people here at Fetter Printing Co., plus the many on our 
paper and plate suppliers’ payrolls. The payroll for the 20 people in our plant 
is between $80,000 and $90,000 per year. This job was profitable until the last 
third-class postage increase. 

All costs in the production of the mailer have increased to the point where 
we should have received an increase in the price a year ago. The customer 
would not continue the work with the increase of both the postage and production 
costs, so in effect we absorbed the increase in postage. That cost Uncle Sam in 
taxes. The same situation confronts us on July 1, 1960. Again, in order to con- 
tinue a piece of business we couldn't survive without, we will absorb the pos- 
tage increase, it will again cost Uncle Sam in taxes to get another increase in 
postage. 

jut this is the end of the line. If another increase is put in, the whole 
project will undoubtedly be suspended, because we cannot lose more on the 
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work, and the customer has not been willing to cover our increased costs and 
the postage increases. 

A decision of that kind would be a catastrophe. It would not only mean the 
end of 20 well-paying jobs, but the end of any profit or any income taxes from 
this company for the years it would take to recover from the loss of such a sub- 
stantial piece of business. 

You might be interested to know that the postage cost on this mailing after 
July 1, 1960 (if the scheduled increase goes into effect), will be equal to or 
exceed the entire payroll of the people in our plant producing the work. That 
fact makes some of the statements in the McKinsey report look pretty ridiculous. 

We are objecting to the third-class per piece rate increase scheduled for July 1, 
1960, and the other increases the Postmaster General is promoting. Our op- 
position is based on the firm belief that if the information on cost allocation 
cathered by people not biased by the Postmaster General were used, in compliance 
with the principles of the Postal Policy Act of 1958, the whole rate picture could 
be resolved in a fair manner that would discriminate against no one. We be- 
lieve third-class mail users and suppliers should not suffer because the pressure 
from the Postmaster General has influenced Congress to override many of the 
decisions of your very capable committee and your companion committee in the 
Senate. 

Thank you very much for listening. We are sincere when we say our future 
is in your hands. 

Respectfully yours, 
Harotp W. Bratn, President. 


H. E. Harris & Co., 
Boston, Mass., June 6, 1960. 
Hon. ToM MurRRAyY, 
Chairman, House Post Office and Civil Service Committee, 
House of Representatives, Washington, D.C. 

Dear Sir: Please include this statement in the records of the current hearings 
before your committee on H.R. 11865, which proposes increased postal rates. 

My name is Henry E. Harris and I am the proprietor of H. E. Harris & Co., 
108 Massachusetts Avenue, Boston, Mass. 

My business consists of direct mail sales of postage stamps and philatelic 
supplies. 

Next to payroll, which in 1959 was $914,199.85, first- and third-class postage is 
my heaviest expense amounting to approximately $125,000 in 1959. 

My profit margin is very narrow, and the proposed postal increases, coming as 
they do after the heavy increases in 1958 and 1959, will make it necessary to 
eliminate all my marginal mail order business. This in turn will mean the loss 
of employment for at least half of our 387 full-time employees, a loss of revenue 
to the Post Office, and a loss to paper and envelope companies, printers and our 
other suppliers. 

I believe Mr. Summerfield’s McKinsey report is incorrect in its statement that 
“the cost of postage is seldom if ever the factor that governs an advertiser’s 
decision to use the mail.” On the contrary, the cost of postage is usually a vital 
and deciding factor in determining how much to mail and to whom. When mail- 
ing expenses rise beyond a certain point, the direct mail dealer must curtail his 
mailings because postage costs would make them unprofitable. 

The urgency of the situation is further aggravated by the impending increase 
in the minimum wage. Although such increase would directly affect a minority 
of our employees, the actual effect will be compensating increases to the majority 
of our other employees not directly affected. 

T cannot believe that either your committee or the Congress wishes to enact 
legislation which would inerease unemployment and diminish economic activity. 
And I particularly cannot believe that Congress wonld intend to deal a staggering 
blow to a vast number of smaller businessmen—the mail-order dealers. 

Tt is respectfully urged that H.R. 11365 be defeated. 

Sincerely yours, 


Henry F. Harris. 


‘ 
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Hargis, RANDOLPH & BALDWIN, INc., 
THE WRITEWELL Co., 
Boston, Mass., June 6, 1960, 
Hon. ToM MurrRay, 
Chairman, House Post Office Committee, 
House of Representatives, Washington, D.C. 


Deak Sik: Please include this letter in the record of your hearings on postage 
rate increases. 

I am Stephen F. Harris, president of Harris, Randolph & Baldwin, Inc. We 
are a small corporation, employing 23 people, engaged in selling—entirely by 
mail—personalized stationery and related products. Most of our merchandise 
is resold by religious and charitable organizations, to raise funds for their 
various needs and activities. 

Let me urge your committee not to be misled by Postmaster General Summer- 
field’s McKinsey report. The extraordinary statement that “the cost of postage 
is seldom, if ever, the factor that governs an advertiser’s decision to use direct 
mail” is simply not true, as you can verify from the testimony of numerous mail- 
order dealers, including ourselves. 

For example: 

The postage rate increases put into effect 2 years ago affected us severely, 
In August 1958 the cost of post cards (of which we used to mail vast quantities) 
rose 50 percent—from 2 cents to 3 cents. The cost of ordinary third-class mail rose 
50 percent, from 2 cents to 3 cents. The cost of bulk third-class mail rose 33 
percent, from 1% cents to 2 cents. (The two latter increases took effect in 
January 1959). 

As a result of these increases we were forced to cut back on our use of direct 
mail advertising, as shown below. These figures can be verified from our Federal 
income tax returns. 


Amount spent for postage in fiscal year ending Mar. 31, 1959___________ $29, 600 
Amount spent for postage in fiscal year ending Mar. 31, 1960____________ 17, 400 


In other words, we spent $12,200 less for postage in our fiscal year following 
the postage rate increases. If the rates had not been increased, we could have 
continued mailing, and increased our sales and our ability to provide employment. 

Postage is our second largest expense after payroll (which, for year ending 
March 31, 1960, was $73,000). We cannot absorb further increases without fur- 
ther cutbacks in advertising and loss of potential orders. 

We feel that it would be extremely unfair, both to us and to many hundreds 
of other mail-order dealers, to so soon again make a drastic increase in our second 
largest cost of doing business. Especially would it be unfair to do so on the 
basis of the McKinsey report, and without properly studying the recommenda- 
tions made several years ago by the Postal Policy Committee, which I under- 
stand the Post Office Department has completely set aside. 

Sincerely yours, 
STEPHEN F.. Harris, President. 


THE WRITER, 


Boston, Mass., June 6, 1960. 
Hon. Tom Murray, 


Chairman, House Post Office Committee, 
Washington, D.C. 


DEAR CONGRESSMAN Murray: Would you be kind enough to record my opposi- 
tion in regard to the proposed increase in postal rates. I feel that this would 
have a most serious and unfortunate effect on our business which depends for 
its operation on the use of first-, second-, and third-class mail. 

Ours is a small business with a constantly dwindling ratio between increasing 
costs and income. We have barely been able to meet the increased postal costs 
of the past few years and any further incerases would be disastrous for us. 

May I respectfully ask that you and your excellent committee reject any 
proposals for increased postage at this time. 

Sincerely yours, 
A. S. Burack, Editor. 
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STATEMENT OF HORACE H. Nau, VICE PRESIDENT, ASSOCIATION OF First CLAss 
Marers, New York, N.Y. 


My name is Horace H. Nahm, of Long Ridge Road, Stamford, Conn. I am 
president of Hooven Letters, Inc., of 352 Fourth Avenue, New York, N.Y., a 
mailing service and printing organization established in 1917. The Association 
of First Class Mailers, which I represent, is a young, still small organization. 
But we feel that in our membership of some 400 we have a fair cross section 
of the hundreds of thousands of firms which will be affected by the postal in- 
creases proposed in the bill before this committee. In that sense I speak for 
all first-class mailers—from the Golden Age Clubs to the public utilities, from 
universities to banks and insurance companies, the hundreds of thousands of 
small businessmen, as well as the average citizen. 

My appearance comes at the close of a long hearing at which many many 
witnesses have testified. Much of what I would have told you has been thor- 
oughly discussed. I will, therefore, make my remarks as brief as possible while 
still doing justice to the many users for whom I am the only spokesman. 

Witness after witness has demonstrated the crushing impact of rate increases 
on an individual business, pointing out the adjustments which must be made in 
order to continue as a business, rather than an involuntary charity continuing 
to function for the sake of the employees who would otherwise be jobless. The 
harmful effects described by these witnesses are as applicable to first-class mail 
users as to others. 

Mr. Chairman, this is the decade of automation, the era in which the number 
of jobseekers is growing faster than the number of jobs, the era of mergers and 
subsequent job reductions. These developments are, and should be, of concern 
to our economic planners. 

Postal rates could have an equally depressing impact on the employment pic- 
ture, yet in this case the administration really is pushing ahead in the dark. 
Its basic philosophy is: 

1. If you raise prices you get more money. 
2. The Government needs more money. 
3. Therefore we must raise prices—in this instance, postal rates. 

Lest some of you were troubled by an awareness that at some point the law 
of diminishing returns must set in, the Post Office Department produced the 
McKinsey report. The theme of this report is that postal rates are of little 
concern to the average citizen or the average business. The statistical support 
for this contention is so flimsy that it completely fails to fulfill the purpose for 
which it was intended. 

Much has been made of the claim that the taxpayer is being asked to subsidize 
the business mailer. According to the Post Office Department some 75 percent 
of mail is business mail. The Department has testified that half the first-class 
mail it handles is metered and that much of this is faced, sorted, and bundled 
by the mailer. Yet the rigidities of cost ascertainment are such that these sav- 
ings now are credited to all mail classes. Business mailers have helped keep 
he unit cost of letters low in other ways that redound to the benefit of the non- 
business mailer. Many businesses receive sacks of first-class mail several times 
a day addressed to post office boxes. The businesses themselves send their own 
people for this mail as often as five times a day. There is no carrier delivery 
as in the case of the average householder, just as there is often no stamp, but 
simply a metered indication that the postage has been paid, through deposit 
at the post office. 

One glaring hole, of course, in the argument that $547 million will be raised 
for the Post Office, and therefore for the Government, through a 5-cent rate is 
that the business portion of postage costs is a business expense which reduces the 
profit on which the corporation or other business tax is levied. Fifty percent 
may well be taken from tax revenue and thus from direct payment to the Treas- 
ury. The Government will not begin to realize a net increase of $547 million 
via the 5-cent stamp. 

Much has been made of the fact that in 1932 first-class mail paid 140 percent 
of its way. Through endless repetition the Department is attempting to con- 
vince the public that because this was true in 1982, it now has all the sanctity 
of a historic tradition. I am sure that this committee, unlike the general public, 
is quite aware of the fact that the increase in nonlocal first-class mail from 
2 to 3 cents in 1932 was not designed to change the cost coverage of first-class 
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mail from the 100 percent which was obtained in 1931. It was a tax and was 
considered in the Ways and Means Committee for that reason. Another “hig. 
toric” precedent has been cited by the Department because during the war yearg 
an even higher cost coverage was shown—in 1945, for instance, first class paid 
164.7 percent of its way. But that is easily accounted for by the fact that during 
those years a large amount of mail was simply directed to APO, San Francisco, 
or APO, New York, and carried to its ultimate destination by the military, not 
by the Post Office Department. 

Another misleading and frequentiy invoked “fact” is the charge that first- 
class rates were unchanged from 1932 to 1958 and that there is, naturally, still 
a need to catch up. First-class rates were increased in 1944, when the 
first-class rate became the same as the 3-cent nonlocal rate 

You have seen on your own gis and electric bills one example of how the in- 
crease in postal rates for first-class mail has been met. They now come on post- 
cards. The stuifers that used to accompany them describing new or improved 
products using gas and electricity are lost business for printers now that the 
bills no longer come in envelopes. Envelope suppliers, too, have lost out. Other 
ninilers have been forced to use third-class muil where regulations permit. 


local 


Qn page 5 of the current Cost Ascertainment Repert you can see for your- 
selves a decline of 66 million pieces of airmail in fiscai 1959, compared with fiscal 
1958. Since first-class mail only increased 55 million pieces out ef 32 billion, it 
looks as though some inail was just priced ont of existence. To be sure, the 
Department shows a net increase in revenue for airmail because of the higher 
rates, but did the Federal Government gain? Our economy is too complex 
for us to be satisfied with the assumption that a single cause has only one effect. 
Has the airmail rate increase had an adverse effect on airline revenues with- 
out a compensating gain for the railroads? Was it contributed to the applica- 
tions for higher air passenger rates? If these are granted, how much higher 
will the Government’s travel bill be for personnel in its many agencies? 

One everyday example of cause and indirect effect will suffice. I'm sure all of 
yeu remember how much display space drug stores and variety stores used to 
give to post cards. Post ecards would still be worth that much space to the mer- 
chant if they were still as popular. But the penny posteard now takes 8 cents to 
mail and the average citizen has responded by reducing his exrd purchases. 
Cost ascertainmet “gures of the Post Office Department show a steady decline 
in the use of post cards since 19538, when the penny rate ended, but IT suspect a 
more dramatic story would be found in the plight of the engravers, printers, and 
others formerly employed in a flourishing post card production. 

In this instance the Post Office Department has not gnined increased revenue 
frem the rate hike while the Government las certainly lost revenue formerly 
paid in both corperate and personal income taxes as post card firms have been 
forced to curtail or terminate production. 

The Association of First Class Mailers strongly urges this committee to under- 
take some basic research designed to find out whether or not there really will be 
a net grin to the Government if postal rates are raised. I realize that the Com- 
merce Department was supposed to do that indirectly, but there appears to be 
some serions flaws in its study of the impact of rate inereases on third-class 
mail. For instance. the Commerce study divided the businesses it studied into 
those which derived less than 10 percent of their sales threugh the mail. <A 
college freshman using such criteria would have been told by his instructor to 
Start all ever again with a more meaningful sample—-for instance, a comparison 
of firms deriving less than 10 percent of sales through the mail advertising with 
those deriving 50 percent or more of sales through the mails. Of course, the 
Commerce analysts concluded the impact of rate increases was negligible. 

In the case of the printing and publishing industry such comparisons were 
made by the Commerce Department as a kind of supplement to the study and 
a very definite adverse effect was found, even though the impact of postal 
ates is secondary so far as these firms are concerned and direct in its effect 
on the businesses which are supplied by the printing and publishing industry. 
On the face of it this contradicts the validity of the conclusions reached in the 
portion of the survey devoted to businesses directly affected. But perhaps the 
Secretary of Commerce did not read this portion of his survey when he rec- 
ommended higher postal rates. 

Many witnesses have spoken of the wide divergence in interpretation be- 
tween the present Post Office administration and the Congress on the question 
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of the cost of the public services performed by the Post Office Department. The 
facts are simple. Certain services (and I’m sure you have heard the list often 
enough to need no reminder) cost more for the Post Office to perform than the 
rates Which Congress has set for them as a matter of public policy. The loss on 
these services is a public service expenditure. In some areas of the country 
an uneconomic level of service is maintained as a matter of public policy. The 
loss incurred in providing this service is a public service expenditure. The Post 
Office does not have the option of providing these services or not. It cannot 
function as a business does because the principles under which it must operate 
are set forth by Congress. 

Both these judgments on public service costs were written into law by the 
4th Congress. The controversy arises in regard to them only because the pres- 
ent management of the Post Office refused to obey the law. 

But no matter what the status of public service Costs, in the Cost-ascertain- 
ment breakdown first-class mail is listed as paying 111 percent of cost. This 
situation hardly seems to warrant pushing through legislation which will add 
what can only be considered a tax on every first-class mailer. 


STATEMENT OF PreTER F. MELE, PRESIDENT, NASSAU CoUNTY MAILING SERVICE, 
Inc., HeEMpsSTEAD, LONG ISLAND, N.Y. 


Mr. Chairman and ladies and gentlemen of the committee, Nassan County 
Mailing Service, Inc., of which I am the owner, has been engaged in the direct 
mail business since 1950. I started this business and, through hard work, long 
hours, and the rendering of good service, have built this business from nothing 
toa dollar volume of $130,000 in gross sales in 1959. 

i serve 242 accounts in Nassau and Suffolk Counties in the State of New 
York and 98 percent of these accounts are small retail businesses. These 
businesses cannot avail themselves of the advertising mediums that are avail- 
able. and used, by larger companies—imediums such as daily newspapers, radio, 
television, car cards, and outdoor billboards. In some communities, they have 
a choice between direct mail and home-to-heme distribution with the latter 
now becoming lower in cost. In other communities and rural areas, their only 
choice is direct mail. 

These small businesses, in many instances, compete with department stores, 
discount houses, and chain outlets which definitely places a ceiling on the prices 
that they can charge for the consumer good products that they sell. They cun- 
not pass increased costs on to their customers unless the increase is equal to all 
businesses, large or small, and their margin of profit is not sufficient to enuble 
them to aborb increased costs. 

Future increases in third-class bulk-mail rates will result in a serious reper- 
cussion to their business as well as to my own. Postage now represents 75 
percent of their mailing cost and will be greater with the coming increase on 
July 1, 1960, and with anv future increases. Most of my accounts will con- 
tinne to use direct mail—they have no alternative—but have indicated that 
they will be required to reduce the number of pieces that they are now using 
on each mailing or reduce the number of times that they mail each year. Either 
change will have a most detrimental effect on their business in terms of sales 
and profit and I cannot believe that it is the intent or desire of the Congress 
to sanction or approve any change that will inflict hardship on small business. 

Reduced quantities or reduced frequency will not increase postal revenue 
nor will it decrease, or eliminate, postal deficits. 

As a spokesman for a majority of the businesses that I serve—as well as 
for the small business that I have built during the past 10 years—I take this 
opportunity to protest to your committee against the 2%-cent rate due to go 
into effect on July 1, 1960, and against further third-class rate increases in 
1961 and 1962. 

The McKinsey report, regarding direct mail, is erroneous and if followed, 
could damage our great postal service and countless thousands of business 
mailers. 

Also, ladies and gentlemen of the committee, may I point out that the mini- 
mum price rate has advanced 150 percent since 1952? 
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MAIL ADVERTISING CLUB OF WASHINGTON, INc., 
Washington, D.C., June 3, 1960, 
Hon. Tom MURRAY, 
Committee on Post Office and Civil Service, 
House of Representatives, Washington, D.C. 

Deak Sir: Recentiy a group of about 20 constituents of the Hon. Joel 7 
Broyhill, of Virginia, held a meeting with him in a committee room at the New 
House Office Building. Among other complaints we were protesting his use of 
the word “parasite” as he called the users of third-class mail in a press releage, 

As a result several facts were brought out that we feel should be presented 
to the entire committee. 

One gentleman, an executive of the Aristo Dry Cleaners, testified that his com- 
pany sent out nearly 2 million pieces of third-class mail per year. He stated 
that if additional postage was added to the 244-cent rate going into effect July 1, 
they would have to discontinue the use of direct mail altogether, and lay off 
nearly 100 people in slack times as it became necessary. The use of direct mail 
had prevented this action in the past. 

Other statements brought out, that while they might be able to absorb the 
214-cent rate, additional increases could only be combated in one way—and that 
was to reduce the amount of mail they were sending out. 

A survey of the 100-plus concerns we represent found this to be true. It is 
the only defense we have. This would represent a reduction of many millions 
of pieces mailed per year in this area alone, The effect on area economy might 
well be serious. It is not the loss of postal revenue that is so important but 
the effect on all the related industries concerned that is. Tons and tons less 
paper would be used and it would also affect all of the following industries 
as well—printers, typesetters, advertising agencies, photographers, binders, 
mailers, truckers, ink manufacturers, and many more. 

Less advertising could only result in less merchandise and services being 
sold which in turn sets up its own reaction all down the line. Less employment 
could only result in less taxes at all levels. 

May I repeat that the only way any user of the mails for advertising can adjust 
for unfair rate increases is to decrease his mailings. No longer may the small 
independent businessman use his rights for free enterprise and gamble to build 
up his business with more extensive advertising but must be content to send out 
only such number of pieces that he knows will be productive. 

For example—as owner of Sleepy Hollow Gifts, a mail-order concern—I sent 
out last year 300,000 catalogs and would have sent out many more this year 
but because of the rate increase going into effect I could not gamble. Instead 
I am reducing my mailings to 240,000 this year to compensate for these increases 
in postal rates, thereby reducing my expenses by about $3,500 under which I 
would normally spend. I am small but multiply this by the number who is 
affected as I am and you can see the overall effect as previously covered in 
sundry businesses. 

As president of the Mail Advertising Club of Washington I have been author- 
ized by our board of directors to state that we—representing over 100 concerns 
using the mails in the area—are opposed to any rate increases at this time. 

Respectfully submitted. 

M. O. MIcHELSEN, President. 


The Cuarrman. The committee will now adjourn. 
(Whereupon, at 12:05 p.m., Wednesday, June 8, 1960, the com- 
mittee adjourned. 
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